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By Mr. Finneran of Boston, petition of Thomas M. Finneran
relative to interstate banking. Banks and Banking.

In the Year One Thousand Nine Hundred and Eighty-Nine

An Act relative to interstate banking.

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

SECTION 1. Chapter 167 of the General Laws is hereby
amended by inserting after section 2 the following seven
sections;

7
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Section 2A. For the purposes of this section and sections two B
to two F, inclusive, the following words shall have the following
meanings:

4
5
6
7 “Bank”, any savings bank, savings and loan association,

cooperative bank, national banking association, trust company,
commercial bank, credit union or other similar financial
institution chartered by the federal government, the common-
wealth, or any other state of the United States or a country other
than the United States.

8
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13 “Consumer transaction”, a transaction between a bank and a

natural person, and the money, property or services which are the
subject of the transaction are primarily for personal, family or
household purposes.

14
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17 No bank shall engage in this commonwealth in unfair methods

of competition or unfair or deceptive acts or practices involving
consumer transactions. The commissioner shall promulgate rules
and regulations defining those acts and practices that shall be
deemed to constitute unfair methods of competition or unfair or
deceptive acts or practices involving consumer transactions. Such
rules and regulations shall not be inconsistent with federal and
state consumer protection rules, regulations and decisions, insofar
as practicable; provided, however, that the commissioner may
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26 make such adjustments and exceptions as in his judgment are
27 necessary to carry out the purposes of this section or to facilitate
28 compliance therewith.
29 Except for emergency regulations adopted pursuant to
30 section two of chapter thirty A, any regulation, as defined in
31 section one of said chapter thirty A, or any amendment or repeal
32 of any such regulation adopted by the commissioner pursuant to
33 this section, shall, after compliance with all applicable provisions
34 of said chapter thirty A, except section five, shall be submitted
35 to the general court. Said secretary shall file the proposed
36 regulation, amendment or repeal with the clerk of the house of
37 representatives, together with a statement that the pertinent
38 provisions of said chapter thirty A, except section five have been
39 complied with. The clerk of the house of representatives, with the
40 approval of the president of the senate and the speaker of the
41 house of representatives, shall refer such regulations to the joint
42 committee on banks and banking. Within thirty days after such
43 referral, said committee may hold a public hearing on the
44 regulations and shall issue a report to said commissioner. Said
45 report shall contain any proposed changes to the regulations voted
46 upon by the committee. Said commissioner shall review said
47 report and shall adopt final regulations as deemed appropriate
48 in view of said report and shall file with the chairmen of said banks
49 and banking committee its final regulations. If the final
50 regulations do not contain the changes proposed by the committee
51 the commissioner shall send a letter to the committee
52 accompanying the final regulations stating the reasons why such
53 proposed changes were not adopted. Not earlier than thirty days
54 after the filing of such report with the said chairmen, said
55 commissioner shall file the final regulations with the state
56 secretary as provided in section five of said chapter thirty A and
57 said regulations shall thereupon take effect.
58 Section 28. The commissioner shall have the power to examine
59 and investigate into the affairs of every bank engaged in consumer
60 transactions in this commonwealth in order to determine whether
61 such bank has been or is engaged in any unfair method of
62 competition or in any unfair or deceptive act or practice as
63 established by the commissioner by regulation in accordance with
64 section two A.
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Section 2C. Whenever the commissioner shall have reason to
believe that any such bank has engaged or is engaging in this
commonwealth in any such unfair method of competition or
unlair or deceptive act or practice and that a proceeding by him
in respect thereto would be in the interest of the public, he shall
issue and serve upon such bank a statement of the charges in that
respect and a notice of a hearing thereon to be held at a time and
place fixed in the notice, which shall be not less than twenty-one
days after the date of the service thereof.
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At the time and place fixed for such hearing, such bank shall
have an opportunity to be heard and to show cause why an order
should not be made by the commissioner requiring such bank to
cease and desist from the acts, methods or practices so com-
plained of.
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The commissioner, upon such hearing, may administer oaths,

examine and cross examine witnesses, receive oral and
documentary evidence, and shall have the power to summons
witnesses, compel their attendance, and require the production of
books, papers, records, correspondence or other documents which
he deems relevant to the inquiry. The commissioner upon such
hearing shall cause to be made a stenographic record of all the
evidence and all the proceedings had at such hearing. In the case
of a refusal by any bank to comply with any summons issued
hereunder or to testify with respect to any matter relative to the
subject matter of such hearing, the superior court of Suffolk
County or the county in which the principal office of the bank
is located, upon application of the commissioner, may issue an
order requiring such bank to comply with such summons and to
so testify. Any failure to obey any such order of the court may
be punished by the court as contempt thereof.
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Statements of charges, notices, orders and other processes of
the commissioner under this section may be served by anyone duly
authorized by the commissioner, either in the manner provided
by law for service of process in civil actions, or by registering and
mailing a copy thereof to the bank affected by such statement,
notice, order or other process at its principal office. The verified
return by the person so serving such statement, notice, order or
other process, setting forth the manner of such service, shall be
proof of the same, and the return postcard receipt for such
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104 statement, notice, order or other process, registered and mailed
105 as aforesaid, shall be proof of the service of the same.
106 Section 2D. If, after such hearing, the commissioner shall
107 determine that the bank charged has engaged in an unfair or
108 deceptive act or practice, he shall reduce his findings to writing
109 and shall issue and cause to be served upon the bank charged with
110 the violation a copy of such findings and an order requiring such
II i bank to cease and desist from engaging in such method of
112 competition, act or practice. In addition, any bank which commits
113 such an act or practice may be punished by a fine of not more

I 14 than one thousand dollars for each and every such act or practice.
I 15 Until the expiration of the time allowed under section Two E
I 16 for filing a petition for review, if no such petition has been filed
1 17 within such time or, if a petition has been filed within such time,
118 then until the transcript of the record in the proceeding has been
1 19 filed in the supreme judicial court, as hereinafter provided, the
120 commissioner may at any time, upon such notice and in such
121 manner as he shall deem proper, modify or set aside in whole or
122 in part, any order issued by him under this section
123 Upon the expiration of the time allowed for filing such a petition
124 for review and in the event that no such petition has been duly
125 filed, the commissioner may at any time, after notice and
126 opportunity for hearing, reopen and alter, modify or set aside,
127 in whole or in part, any order issued by him under this
128 section whenever in his opinion conditions of fact or of law have
129 so changed as to require such action or if the public interest shall
130 so require.
131 Section 2E. Any bank required by an order of the commissioner
132 under section two D to cease and desist from engaging in any
133 unfair method of competition or any unfair or deceptive act or
134 practice may obtain a review of such order by filing in the supreme
135 judicial court, within thirty days from the date of the service of
136 such order, a written petition praying that the order of the
137 commissioner be set aside. A copy of such petition shall be
138 forthwith served upon the commissioner and thereupon, the
139 commissioner forthwith shall certify and file in such court a
140 transcript of the entire record in the proceeding, including all the
141 evidence taken and the report and order of the commissioner.
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Upon such filing of the petition and transcript, such court shall
have jurisdiction of the proceeding and of the questions
determined therein, shall determine whether the filing of such
petition shall operate as a stay of such order of the commissioner
and shall have the power to make and enter upon the pleadings,
evidence and proceedings set forth in such transcript a decree
modifying, affirming or reversing the order of the commissioner,
in whole or in part. The findings of the commissioner as to the
facts, if supported by a clear preponderance of the evidence, shall
be conclusive.
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-151
f 152 To the extent that the order of the commissioner is affirmed,

the court shall thereupon issue its own order commanding
obedience to the terms of such order of the commissioner. If either
party shall apply to the court for leave to adduce additional
evidence and shall show to the satisfaction of the court that such
additional evidence is material and that there were reasonable
grounds for the failure to adduce such evidence in the proceedings
before the commissioner, the court may order such additional
evidence to be taken before the commissioner and to be adduced
upon the hearing in such manner and upon such terms and
conditions as to the court may seem proper. The commissioner
may modify his findings of fact or make new findings by reason
of additional evidence so taken and he shall file such modified
or new findings which, if supported by a clear preponderance of
the evidence, shall be conclusive, and his recommendation, if any,
for the modification or setting aside of his original order, with
the return of such additional evidence.
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169 A cease and desist order issued by the commissioner under

section two D shall become final:170
(1) Upon the expiration of the time allowed for filing a petition

for review if no such petition has been duly filed within such time;
except that the commissioner may thereafter modify or set aside
his order to the extent provided in section two D; or
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Ml 76
(2) Upon the final decision of the court if the court directs that

the order of the commissioner be affirmed or the petition for
review be dismissed.177

178 No order of the commissioner under this section, or section
two D, or order of a court to enforce the same shall in any way
relieve or absolve any bank affected by such order from any
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181 liability under any other laws of the commonwealth
182 Section 2F. Any bank which violates a cease and desist order
183 of the commissioner under section two D after it has become final,
184 and while such order is in effect, shall forfeit and pay to the
185 commonwealth a sum not to exceed ten thousand dollars for each
186 violation, which sum may be recovered in a civil action. Upon
187 order of the commissioner, such bank shall also be subject to the
188 suspension or revocation of its charter or such other relief as is
189 reasonable and appropriate.
190 Section 2G. The powers vested in the commissioner by sections
191 two Ato two F, inclusive, shall be in addition to any other powers
192 to enforce any penalties, fines or forfeitures authorized by law with
193 respect to the methods, acts and practices which may be declared
194 by the commissioner hereunder to be unfair or deceptive.

1 SECTION 2. The first paragraph of section 13 of said
2 chapter 167, as appearing, in the 1986 Official Edition is hereby
3 amended by adding the following sentence: Such report shall
4 include a list of banks where the call provided for in section thirty-
-5 eight of this chapter and section four of chapter one hundred and
6 sixty-seven A exceeds the amount loaned to the Massachusetts
7 Housing Partnership Fund pursuant thereto.

1 SECTION 3. Said chapter is hereby further amended by
2 striking out section 38, as most recently amended by section 1 of
3 chapter 569 of the acts of 1987, and inserting in place thereof the
4 following section:
5 Section 38. No out-of-state banking association or corporation
6 shall transact banking business in the 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 banking
9 incorporation authorizing it to do so. The said board, upon

10 application thereof which shall be accompanied by an
11 investigation fee, the amount of which shall be determined
12 annually by the commissioner of administration under the
13 provisions of section three Bof chapter seven of the General Laws,
14 except that such fee shall not be less than ten thousand dollars,
15 may grant such certificate in accordance with the requirements
16 of this section, conditioned upon the performance of such
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requirements as to auditing as said board may prescribe and the
requirements contained in this section. Any such banking
association or corporation transacting banking business in the
commonwealth shall be subject to the supervision of the
commissioner and shall annually, within thirty days after the last
business day of December, and at other times during the year on
any past day to be specified by the commissioner, make to him
in such form as may be prescribed by him a return, signed and
sworn to by the treasurer, or the corresponding officer, thereof,
showing accurately the condition thereof at the close of business
on said day. The president and a majority of the directors shall
certify on oath that the report is correct according to their best
knowledge and belief.

17
18
19
20
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22
23
24
25
26
27
28
29

In deciding whether or not to issue such certificate, the board
shall determine whether competition among banking institutions
will be unreasonably affected and whether public convenience and
advantage will be promoted. In making such determination, the
board shall consider, but not be limited to, a showing of net new
benefits. For the purposes of this section, the term “net new
benefits” shall mean initial capital investments, job creation plans,
consumer and business services and such other matters as the
board may deem necessary or advisable.

30
31
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34
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36
37
38
39 The board shall not issue such certificate until it has received

notice from the Massachusetts Housing Partnership Fund,
established by section thirty-five of chapter four hundred and five
of the acts of nineteen hundred and eighty-five, that arrangements
satisfactory to such fund have been made for such out-of-state
banking association or corporation to make fifteen hundredths
of one percent of its assets in the commonwealth available for call
by said fund for a period of ten years for the purpose of providing
loans to said fund for financing, down payment assistance, share
loans, closing costs and other costs related to creating affordable
rental housing, limited equity cooperatives and affordable home
ownership opportunities. All of the benefits and assistance
provided by the said fund under funds made available by this
section shall be persons with incomes of less than eighty percent
of the area-wide median income as determined from time to time
by the United States Department of Housing and Urban
Development; provided, however, that at least twenty-five percent
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56 of such assistance shall be to persons with incomes of less than
57 fifty percent of the said area-wide median income. All loans made
58 to the fund by such associations or corporations shall be deemed
59 to be legal investments for such associations and corporations and
60 shall be made on terms and conditions established by the board
61 of directors of the fund; provided, however, that (a) such loans
62 shall be evidenced by notes, or other evidence of indebtedness of
63 the fund, which shall bear interest at rates approved by the
64 commissioner of banks which shall be based upon the costs, not
65 to include any so-called lost opportunity costs, incurred by the
66 bank in making funds available to the fund, and (b) no loan to
67 the fund shall be secured in any manner unless all outstanding
68 loans to the fund shall be secured equally and ratably in
69 proportion to the unpaid balance of such loans and in the same
70 manner.
71 The said fund shall file with the commissioner a report
72 subsequent to any call to borrow funds pursuant to this section.
73 Such report shall contain the total amount of the call, the
74 allocation of the call to each such association or corporation, and
75 the amount loaned by each to the fund. Said report shall be filed
76 within sixty days of any such call.
77 No such certificate shall be issued until the board has received
78 written assurances from such association or corporation that a
79 resident or residents of the commonwealth shall occupy a position
80 of an executive officer in the acquired bank for so long as said
81 bank shall operate in the commonwealth. For the purposes of this
82 section, the term “executive officer” shall mean a person who
83 participates in major policy making functions of the said bank
84 whether or not (1) the officer has an official title; provided.
85 however, that the term does not include a person who may have
86 an official title and may exercise a certain measure of discretion
87 in the performance of his duties, including discretion in the
88 making of loans, but who does not participate in the
89 determination of major policies of the bank and whose decisions
90 arc limited by policy standards fixed by the senior management
91 of the bank; (2) the title designates the officer an assistant, or (3)
92 the officer is serving without salary or compensation. The
93 chairman of the board, the president, senior vice-president, the
94 cashier, the secretary and the treasurer of a bank shall be deemed
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executive officers unless (i) the officer is excluded, by resolution
of the board of directors or the bylaws, from participation, in
major policy making functions of the bank, or (ii) the officer does
not actually participate therein.

95
96
97
98

Notwithstanding any other law, rule or regulation to the
contrary, every out-of-state banking association or corporation
which acquires or merges with a Massachusetts bank in
accordance with this section, shall maintain, for a period of two
years, an asset base in the acquired entity equal to or greater than
the total assets of such acquired or merged entity on the date of
acquisition; provided, however, that the commissioner may waive
this requirement, if, in his judgment, economic conditions warrant
the same.

99
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104
105
106
107

No such certificate shall be issued if, as a result thereof, any
such banking association or corporation would control in excess
of twelve percent of the total deposits, exclusive of foreign
deposits, of all state and federally chartered banks in the
commonwealth; provided, however, that the commissioner may
waive the said twelve percent limit in any instance where he deems
the same to be necessary to provide for the continued safety and
soundness of any bank.

108
109
110
11l
112
113
114
115

For the purposes of this section and sections thirty-nine through
forty-two of this chapter, inclusive, (i) the term “out-of-state
banking association or corporation” shall mean any such
association or corporation with its principal place of business in
one of the states of the United States, other than Massachusetts,
or in a country other than the United States, (ii) the term
“Massachusetts bank” shall mean any federally or state-chartered
banking institution with its principal place of business in the
commonwealth, and (iii) the term “bank holding company” and
the concept of control shall have the same meanings as set forth
in the Bank Holding Company Act of 1956 12 USC 1841 et seq.
or Section 408 of the National Housing Act 12 USC 1730a,
whichever is applicable.

116
117
118
119
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123
124
125
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127
128

SECTION 4. Said chapter 167 is hereby further amended by
striking out section 39, as most recently amended by section 2 of
said chapter 569 and inserting in place thereof the following
section;

o

3
4
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5 Section 39. Any out-of-state banking association or corpora-
-6 tion, doing a business similar to any business referred to in
7 section one pursuant to a certificate issued by the board of banking
8 incorporation in accordance with section thirty-eight may
9 establish and maintain branch offices or depots in the

10 commonwealth, or merge with or purchase the assets or stock of
11 any Massachusetts bank, if such banking association or
12 corporation is expressly authorized to do so by the laws under
13 which it is organized and operates; provided, however, that the
14 laws of the state in which such banking association or corporation
15 has its principal place of business expressly authorize, under
16 conditions no more restrictive than those imposed by this
17 chapter as so determined by the commissioner, Massachusetts
18 banks to establish and maintain branches and depots in such state
19 or to merge with or purchase the stock or assets of a banking
20 institution in such state. Such banking association or corporation
21 shall establish and maintain branches or depots in the
22 commonwealth, or merge with or purchase the stock or the assets
23 of a Massachusetts bank, in accordance with the same laws which
24 govern such activities by Massachusetts banks; provided,
25 however, that in any merger or purchase in which the out-of-state
26 banking association or corporation is the continuing entity, such
27 association shall be exempt from the provisions of sections forty
28 to forty-two, inclusive.

1 SECTION 5. Section 1 of chapter 167 A of the General Laws,
2 as appearing in the 1986 Official Edition, is hereby amended by
3 striking out paragraph (a) and inserting in place thereof the
4 following paragraph:
5 (a) “Banking institution”, a trust company, commercial bank,
6 savings bank, savings and loan association or 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 federal savings bank which has its main office

10 located in and is authorized to do business in the commonwealth
1 I or in another state of the United States, or banking association
12 or corporation with its principal place of business in a country
13 other than the United States;



1989] HOUSE No. 524 11

«

i

SECTION SA. Section lof said chapter 167Aas so appearing
is hereby further amended by striking out paragraph (d) and
inserting in place thereof the following paragraph:

9

3

(d) “Bank holding company”, (1) any company (i) which,
directly or indirectly, owns, controls or holds with power to vote
twenty-five per centum or more of the voting stock of each of two
or more banking institutions or (ii) which controls the election
of a majority of the directors of each of two or more banking
institutions or (iii) for the benefit of which or of the stockholders
or members of which twenty-five per centum of more of the voting
stock of each of two or more banking institutions is held by one
or more trustees; or (2) any company which is itself banking
institution and (i) which, directly or indirectly, owns, controls or
holds twenty-five per centum or more of the voting stock of one
or more banking institutions is hereafter acquired and held by one
or more trustees, but shall not include a company described in
Section 4 (f) (1) of the Bank Holding Company Act of 1956, as
amended by the Competitive Equality Banking Act of 1987,
Public Law No. 100-86 (12 USC 1841 et seq.). For the purposes
of this chapter, any successor to any such company shall be
deemed to be a bank holding company from the date as of which
such predecessor company became a bank holding company.
Notwithstanding the foregoing, no banking institution shall be a
bank holding company by virtue of its ownership or control of
stock in a fiduciary capacity, except where such stock is held for
the benefit of such banking institution or the stockholders or
members of such banking institution. So much of section ten of
chapter one hundred and sixty-eight that provides that no trustee
or other officer of a savings bank may at the same time be a
director or other officer of a bank holding company shall not
apply to service as a director or other officer of a bank holding
company formed by one or more savings banks, and so much of
section eight A of chapter one hundred and seventy that provides
that no director or other officer of a cooperative bank may at the
same time be a director or other officer of a bank holding company
shall not apply to service as a director or other officer of a bank
holding company formed by one or more cooperative banks.

4
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1 SECTION 6. Said chapter 167 A is hereby further amended by
2 striking out section 2 as most recently amended by section 3 of
3 chapter 569 of the acts of 1987, and inserting in place thereof the
4 following section;
5 Section 2. Except with the prior written approval of the board
6 of bank incorporation (I) no company shall become a bank
7 holding company; (2) no bank holding company owning,
8 controlling or holding with power to vote, directly or indirectly,
9 twenty-five per centum or more of the voting stock of each of two

10 or more banking institutions or, in the case of a bank holding
I I company which is itself a banking institution, owning, controlling
12 or holding with power to vote, directly or indirectly, twenty-five
13 per centum or more of the voting stock of one or more banking
14 institutions shall acquire direct or indirect ownership or control
15 of any additional voting stock in any such banking institution if,
16 after such acquisition, such bank holding company will, directly
17 or indirectly own or control more than five per centum of the
18 voting stock thereof; (3) no bank holding company or affiliate
19 thereof, other than a banking institution, shall acquire all or
20 substantially all of the assets of a banking institution; (4) no bank
21 holding company shall merge or consolidate with any other bank
22 holding company; and (5) no bank holding company shall vote
23 stock which it controls in a banking institution. Notwithstanding
24 the foregoing, no approval shall be given under clauses (1), (2),
25 (3) and (4), above, if, as a result thereof, any such bank holding
26 company would hold or control in excess of twelve percent of the
27 total deposits, exclusive of foreign deposits, of all state and
28 federally chartered banks in the commonwealth.
29 Notwithstanding the provisions of this section, an out-of-state
30 bank holding company, with the prior written approval of the
31 board of bank incorporation, may establish or acquire direct or
32 indirect ownership or control of more than five percent of the
33 voting stock of one or more banking institutions or bank holding
34 companies; provided, that the laws of the state in which operations
35 of the subsidiary banks of such out-of-state bank holding
36 company are principally conducted expressly authorize, under
37 conditions no more restrictive than those imposed by the laws of
38 the commonwealth as determined by the commissioner, the
39 establishment or the acquisition of direct or indirect ownership
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40 or control of more than five percent of the voting stock of banks,
or companies controlling one or more banks in that state, by bank
holding companies whose banking institutions principally
conduct their operations in the commonwealth; and provided,
further, that any such acquisition or merger shall not be allowed
if, as a result thereof, the out-of-state bank holding company
would hold or control in excess of ten percent of the total deposits
exclusive of foreign deposits, of all state and federally chartered
banks in the commonwealth. Any such establishment or
acquisition or merger by an out-of-state bank holding company
shall be effected in accordance with the laws of the commonwealth
which are applicable to such activities carried out by bank holding
companies. For the purposes of this section, the term “out-of-state
bank holding company” shall have the same meaning as set forth
in the Bank Holding Company Act of 1956 (12 USC 1841 et seq.)
or Section 408 of the National Housing Act (12 USC 1730a),
whichever is applicable.

41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56

SECTION 7. The said chapter 167A is hereby further amended
by striking out section 4 as so appearing in the 1986 Official
Edition, and inserting in place thereof the following section;

2
3

Section 4. Any company or bank holding company seeking
authority to act under the provisions of section two shall file a
petition with the board of banking incorporation, together with a
fee, the amount of which shall be determined annually by the
commissioner of administration under the provisions of
section three B of chapter seven, except that such fee shall not
be less than ten thousand dollars, and said board shall hold a
public hearing pursuant to the provisions of chapter thirty A.

4
5
6
7
8
9

10
11
12 In determining whether or not to approve said petition, the

decision of the board shall be based on a finding whether or not
competition among banking institutions will be unreasonably
affected and whether public convenience and advantage will be
promoted. In making such determination, the board shall
consider, but not be limited to, a showing of net new benefits.
For the purposes of this section, the term “net new benefits” shall
mean initial capital investments, job creation plans, consumer and
business services and such other matters as the board may deem
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21 necessary or advisable. Such decision shall be subject to review
22 in the manner provided for in chapter thirty A.
23 The board shall not approve such petition until it has received
24 notice from the Massachusetts Housing Partnership Fund,
25 established by section thirty-five of chapter four hundred and five
26 of the acts of nineteen hundred and eighty-five, that arrangements
27 satisfactory to such fund have been made for such company or
28 bank holding company to make fifteen hundredths of one percent
29 of its assets located in the commonwealth available for call by said
30 fund for a period of ten years, for the purpose of providing loans
31 to the fund for downpayments, closing costs or other costs related
32 to creating home ownership opportunities for low and moderate
33 income households. All loans made to the fund by such company
34 or bank holding company shall be deemed to be legal investments
35 for such company or bank holding company and shall be made
36 on terms and conditions established by the board of directors of
37 the fund; provided, however, that (a) such loans shall be evidenced
38 by notes or other evidence of indebtedness of the fund which shall
39 bear interest at rates approved by the commissioner of banks
40 which shall be based upon the costs not to include lost opportunity
41 costs incurred by the company or bank holding company in
42 making funds available to the fund, and (b) no loan to the fund
43 shall be secured in any manner unless all outstanding loans to the
44 fund shall be secured equally and ratably in proportion to the
45 unpaid balance of such loans and in the same manner.
46 The fund shall file with the commissioner a report subsequent
47 to any call to borrow funds pursuant to this section. Such report
48 shall contain the total amount of the call, the allocation of the
49 call to each such company or bank holding company, and the
50 amount loaned by each to the fund. Said report shall be filed
51 within sixty days of any such call.
52 No such petition shall be approved until the board has received
53 written assurances from such company or bank holding company
54 that a resident or residents of the commonwealth shall occupy a
55 position of an executive officer in the Massachusetts bank as
56 defined in section thirty-eight of chapter one-hundred and sixty-
-57 seven. For the purposes of this section, the term “executive officer”
58 shall mean a person who participates in major policy making
59 functions of the company or bank whether or not (I) the ofiicer
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6U has an otficial title; provided, however, that the term does not
61 include a person who may have an official title and may exercise
62 a certain measure of discretion in the performance of his duties,
63 including discretion in the making of loans, but who does not
64 participate in the determination of major policies of the bank and
65 whose decisions are limited by policy standards fixed by the senior
66 management of the bank; (2) the title designates the officer an
67 assistant; or (3) the officer is serving without salary or
68 compensation. The chairman of the board, the president, senior
69 vice president, the cashier, the secretary and the treasurer of a
70 bank are considered executive officers unless (i) the officer is
71 excluded, by resolution of the board of directors of the bylaws,
72 from participation, in major policy making functions of the bank,
73 or (ii) the officer (does not actually participate therein.
74 Notwithstanding any other law, rule or regulation to the
75 contrary, every such company or bank holding company
76 acquiring a banking institution in the commonwealth in
77 accordance with this section shall maintain, for a period of two
78 years, an asset base in the acquired entity equal to or greater than
79 the total asset of such acquired entity on the date of acquisition;
80 provided, however, that the commissioner may waive this
81 requirement if, in his judgment, economic conditions warrant the
82 same.

1 SECTION 8. Section 3of chapter 1678 of the General Laws,
2 as so appearing, is hereby amended by striking out in lines 122
3 and 123, the words “Connecticut, Maine, New Hampshire. Rhode
4 Island or Vermont” and inserting in place thereof the words the
5 United States.

1 SECTION 9. Section 3 of chapter 167 C of the General Laws.
2 is hereby amended by striking out the first paragraph and inserting
3 in place thereof the following paragraphs: After such notice and
4 hearing as the commissioner may require and with his written
5 permission and under such conditions as he may approve, a bank
6 may establish and maintain one or more branch offices or depots
7 (a) in any city or town within the commonw'ealth where, in the
8 opinion of the commissioner, the public would benefit by the
9 establishment of additional banking facilities, or (b) on a site in
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10 one of the states of the United States where, in the opinion of
1 1 the commissioner, the public would benefit by the establishment
12 of additional bank facilities.
13 In deciding whether or not the public would benefit by the
14 establishment or maintenance of one or more branch offices or
15 depots, the commissioner shall determine whether or not
16 competition among banking institutions will be unreasonably
17 affected and whether or not public convenience and advantage
18 will be promoted. In making such determination, the commis-

-19 sioner shall consider, but not be limited to, a showing of net new
20 benefits. For the purposes of this section, the term “net new
21 benefits” shall mean initial capital investments, jobcreation plans,
22 consumer and business services and such other matters as the
23 commissioner may determine.

1 SECTION 10. Section 348 of chapter 168 of the General Laws,
2 as so appearing, is hereby amended by striking out in line 119 the
3 words “mutual saving” and inserting in place thereof the word
4 “savings”.

1 SECTION 11. Section 34D of the said chapter 168, as so
2 appearing, is hereby amended by striking out in line 54 the word
3 “mutual”.

1 SECTION 12. Section 35 of the said chapter 168, as so
2 appearing, is hereby amended by striking out in line 55 the word
3 “mutual”.

1 SECTION 13. Section 24 of chapter 170 of the General Laws,
2 as so appearing, is hereby amended by striking out in line 60 the
3 word “mutual”.

1 SECTION 14. Section 260 of the said chapter 170, as so
2 appearing, is hereby amended by striking out in line 119 the word
3 “mutual”.

1 SECTION 15. Section 26D of the said chapter 170, as so
2 appearing, is hereby amended by striking out in line 54 the word
3 “mutual”.
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1 SECTION 16. Clause (4) of subsection Aof section 36 of
2 chapter 172 of the General Laws, as so appearing, is hereby
3 amended by striking out in line 91 the word “mutual”.

1 SECTION 16A. Section 38 of the said chapter 172, as so
2 appearing, is hereby amended by striking out, in line 40, the word
3 “mutual”.

1 SECTION 17. Chapter 44 of the acts of nineteen hundred and
2 thirty-two, is hereby amended by adding after section four the
3 following section:
4 Section 4A. Notwithstanding the provisions of section four, the
5 said directors, after determination by the commissioner of
6 outstanding obligations of the Liquidity Fund, shall partially
7 liquidate the said Fund and shall forthwith transfer a sum equal
8 to fifty percent of the net assets thereof to the Deposit Insurance
9 Fund, which amount shall be considered an asset of the said

10 Deposit Insurance Fund; provided, however, that the said amount
11 shall not be in excess of five million dollars.

1 SECTION 18. Chapter 43 of the acts of 1934, as most recently
2 amended by chapter 405 of the acts of 1985, is hereby amended
3 by striking out sections 1 to 20, inclusive and inserting in place
4 thereof the following 23 sections:
5 Section I. The Mutual Savings Central Fund, established by
6 chapter forty-four of the acts of nineteen hundred and thirty-two,
7 hereinafter called the corporation, shall, in the manner herein
8 contained, provide for the insurance of deposits in all savings
9 banks established under the laws of the commonwealth,

10 hereinafter called member banks, and may, in accordance with
11 section nineteen, provide such insurance coverage of deposits in
12 any federal savings bank or federal savings and loan association,
13 whether established under federal law or by conversion from state
i 4 to federal charter after January first, nineteen hundred and eighty-
-15 three, in accordance with sections thirty-six and thirty-seven of
16 chapter one hundred and sixty-eight of the General Laws, with
17 its main office located in the commonwealth, hereinafter called
18 federal member banks, and certified by the commissioner of
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19 banks, hereinafter called the commissioner, under rules and
20 regulations adopted by the directors of the corporation and
21 approved by the commissioner, to be in a safe and sound condition
22 to transact and to continue to transact the business for which they
23 were organized. Such insurance shall be limited to the coverage
24 of deposits (1) in accounts, as defined in chapter one hundred and
25 forty E of the General Laws and including retirement accounts,
26 which are in excess of the amount therein insured by a federal
27 deposit insurance agency, hereinafter called excess deposits, and
28 which accounts are (a) standing individually or jointly in the name
29 of a natural person or persons who are residents of the
30 commonwealth; or (b) standing individually or jointly in the name
31 of a natural person or persons who are residents of a state other
32 than the commonwealth who were depositors of a bank whose
33 principal place of business was located in such other state and
34 which, prior to June fifteenth, nineteen hundred and eighty-eight,
35 had merged with a member bank; or (c) standing individually or
36 jointly in the name of a natural person or persons in a member
37 bank as of July first, nineteen hundred and eighty-eight; (2) such
38 excess deposits in all accounts standing in the name of
39 corporations formed under the provisions of chapter one hundred
40 and eighty of the General Laws; (3) such excess deposits in all
41 accounts standing in the name of a duly chartered local affiliate
42 of an international labor organization, which affiliate is located
43 in the commonwealth; and (4) such excess deposits in all accounts
44 standing in the name of the commonwealth, its agencies and
45 political subdivisions; provided, however, that the corporation
46 shall continue to insure any time deposits insured by it as of the
47 effective date of this section until the maturity of any such time
48 deposits. The commissioner shall determine those excess deposits
49 which are eligible for insurance coverage under this section in a
50 manner prescribed by him. Lor such insurance coverage purposes,
51 the directors of the corporation may, with the approval of the
52 commissioner and at his direction, make assessments from time
53 to time upon member banks and federal member banks in
54 accordance with sections ten and eleven, and shall be held as a
55 fund, to be known as the Deposit Insurance Lund, and the costs
56 of administration of the Deposit Insurance Fund, as determined
57 by the directors of the corporation and approved by the



1989] HOUSE No. 524 19

i

I

commissioner, shall be paid therefrom. The Deposit Insurance
Fund Shall be invested separately from the other funds of the
corporation and shall not be liable for the obligations of the
corporation other than those created under this chapter. The term
“federal deposit insurance agency” as used in this chapter shall
mean Federal Deposit Insurance Corporation or Federal Savings
and Loan Insurance Corporation, or any successor to either
corporation.

58
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Section 2. The directors from time to time may, to the extent
which the commissioner deems desirable, review the financial
condition of any member bank as it relates to deposit insurance,
and shall report thereon to the commissioner with the
recommendations of the directors. The commissioner may, upon
request of the directors and notwithstanding the provisions of
section two of chapter one hundred and sixty-seven of the General
Laws, furnish to the directors, for the purposes of the Deposit
Insurance Fund, such factual information in his possession as the
commissioner may deem to be of assistance to the Fund in
determining the financial condition of any member bank. The
commissioner shall, in any event, furnish to the treasurer of the
corporation one copy of the report of any examination of the
books, securities, cash, assets and liabilities of any member bank
made by him pursuant to section two of the said chapter one
hundred and sixty-seven, in the form furnished to such bank as
provided in said section two, and every federal member bank shall
furnish to the treasurer of the corporation, in the form furnished
to such bank, one copy of the report of any such examination
made by a Federal Deposit Insurance Agency and by the federal
regulatory agency having regulatory supervisory authority over
such federal member bank, hereinafter referred to as the federal
supervisory agency. Every member bank shall furnish to the
treasurer of the corporation, in the form furnished to such bank,
one copy of any report of examination and audit made pursuant
to section twenty-five of chapter one hundred and sixty-eight of
the General Laws within fifteen days after any such report is filed
or otherwise furnished to the commissioner.
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If the directors determine that a special examination and audit,
including a current appraisal of the assets, ol any member bank
would be in the interests of its depositors or in the interests of

94
95
96
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97 the sound and effective operation of the Deposit Insurance Fund,
98 the board of directors, by vote of at least two-thirds of its
99 members, may request the commissioner to cause such special
100 examination, audit and appraisal to be made; and if the
101 commissioner determines the same to be advisable, he shall cause
102 the same to be made by a certified public accountant in such form
103 and manner as the commissioner may prescribe, together with a
104 current appraisal of such member bank’s assets by a qualified
105 person or persons, and the directors may furnish to the
106 commissioner such evidence of current values ofany or all of such
107 member bank’s assets as they may deem material to such
108 appraisal. The expense of such examination, audit and appraisal
109 shall be paid by the Deposit Insurance Fund. After receiving the
110 report of the said certified public accountant and of the appraisal,
II 1 the commissioner shall furnish to the directors, and to the member
112 bank, copies of such reports.
I 13 The directors shall have authority to make recommendations
114 to any member bank designed to correct practices or policies of
I 15 such bank in conducting its business, including loan or dividend

1 16 policies, which the directors deem to be unsafe or unsound, or
117 to have a tendency to impair the financial condition of the bank
118 or the Deposit Insurance Fund, and if such bank fails to follow
119 such recommendations within a reasonable time, the directors
120 shall give notice thereof to the commissioner. If it appears to the
121 directors that such practices or policies have impaired or are likely
122 to impair the solvency of such bank, or are unreasonably
123 increasing the insurance risk of the Deposit Insurance Fund with
124 respect to such bank, they shall include a statement to such effect,
125 together with a report of the facts and circumstances related
126 thereto, in the aforesaid notice to the commissioner. Nothing
127 contained in this section shall be deemed to abridge any power
128 or authority conferred upon the commissioner by this chapter or
129 any other provision of law.
130 If the directors determine that a special examination and audit,
131 including a current appraisal of the assets, of any federal member
132 bank would be in the interests of its depositors or in the interest
133 of the sound and effective operation of the Deposit Insurance
134 Fund, the board of directors may, by vote of at least two-thirds



1989] HOUSE - No. 524 21

of its members, cause a special examination, audit and appraisal
to be made by a certified public accountant, in such form and
manner as the directors, with the approval of the commissioner,
may prescribe. The corporation may engage any qualified
appraiser for the purpose of making an appraisal of the current
assets of any such federal member bank. The expense of such
examination, audit and appraisal shall be paid by the Deposit
Insurance Fund. After receiving the reports of such account or
appraiser, the corporation shall promptly furnish to the federal
member bank copies of such reports. The directors shall have the
authority to make recommendations to any federal member bank
for the purpose of correcting practices or policies of the bank in
conducting its business, including loan or dividend policies, which
the directors deem to be unsafe or unsound, or to have a tendency
to impair the financial condition of such federal member bank
or of the Deposit Insurance Fund. If such federal member bank
fails to follow such recommendations within a reasonable time,
the directors may give written notice of such failure to the
commissioner who may give written notice thereof to the federal
member bank and to the federal regulatory agency having regular
supervisory authority over such banks and the federal deposit
insurance agency for such member bank. If it appears to the
directors that such practices or policies have impaired or are likely
to impair the solvency of such bank, or are unreasonably
increasing the insurance risk of the Deposit Insurance Fund with
respect to such federal member bank, the directors may include
a statement to such effect, together with a report of the facts and
circumstances related thereto, in the aforesaid notice to the
commissioner who may include such a statement and report in
his aforesaid notice to the federal member bank, the federal
supervisory agency and the federal deposit insurance agency for
such federal member bank.
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167 Section 3. As used in this chapter, the term “allocated reserves”,

with respect to any member bank and to any federal member bank,
shall mean the sum of all assessments from time to time paid over
by any such bank to the Deposit Insurance Fund, including the
amount of all annual assessments due and payable on October
first, nineteen hundred and thirty-nine, and on October first of
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173 each year thereafter, together with any amounts paid to the
Deposit Insurance Fund as special assessments and, except to the
extent otherwise provided in section eleven, all reserve coverage
contributions paid over by any such bank to the Deposit Insurance
Fund, together with any such bank’s proportionate share of the
surplus of said Fund, based on any such bank’s relative amount
of assessments and contributions, calculated in such manner as
the directors, with the approval of the commissioner, may
determine.

174
175
176
177
178
179
180
181
182 The allocated reserve maintained in the Deposit Insurance

Fund by any such bank may be carried by a member bank as an
asset to the extent authorized by the commissioner and by a
federal member bank to the extent authorized by the federal
supervisory agency.

183
184
185
186
187 Section 4. (a) The corporation may pay dividends to member

banks and to federal memberbanks at such rates and at such times
as the directors may determine, subject to the prior approval of
the commissioner of any such payment, rates and times and
subject to his prior approval as to the terms, conditions and use
of such payment to any such banks, upon the allocated reserves
from time to time maintained by such banks in the Deposit
Insurance Fund. With the approval of the commissioner, the
directors may, in determining whether and at what rate to pay
dividends, distinguish between that component of any such banks’
allocated reserves that represents amounts paid to the corporation
as annual or special assessments and that component that
represents amounts paid thereto as reserve coverage
contributions.
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(b) The Deposit Insurance Fund may be invested by the
corporation only as provided in subsections (a), (b), (c) and (e)
of section seven of chapter forty-four of the acts of nineteen
hundred and thirty-two except, further, that the Fund may be used
for the purchase of all or any part of the property of any member
bank in the possession of the commissioner under sections twenty-
two to thirty-six, inclusive, of chapter one hundred and sixty-
seven of the General Laws or, in the case of a federal member
bank, for the purchase of all or any part of the property of any
such bank under the receivership of a federal deposit insurance

201
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204
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207
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211 agency, on such terms and conditions and at such valuations as
the directors may determine. The corporation may, by vote of its
directors, borrow money for the purposes of the Deposit
Insurance Fund and pledge any assets in which said Fund is
invested as security for such loans. In the case of a merger of
consolidation of a member bank or a federal member bank with
one or more other such banks, or in the case of a sale of assets
of any such banks to and the assumption of the liabilities by one
or more other such banks, each such continuing member bank,
and each such continuing federal member bank, subject to the
provisions of subsection (c) of section twenty, shall succeed to the
rights of the discontinuing bank in the allocated reserves
theretofore paid by the discontinuing bank.
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Section 5. Whenever it shall appear to the commissioner that
it is inadvisable or inexpedient for any member bank to continue
to transact the business for which it is organized without receiving
financial assistance as provided in this section, he may, in his
discretion, so notify the corporation, and thereupon, if in the
judgment of the directors of the corporation such action may
reduce the risk or avert a threatened loss to the corporation, or
may facilitate a merger of consolidation of such bank with another
financial institution, or may facilitate the sale of the assets of such
bank to and the assumption of its liabilities to one or more other
such financial institutions, the corporation may, with the approval
of the commissioner and in order to effect the purposes of this
act, do any one or more of the following: (a) purchase from said
bank the whole or any part of, or any equitable or other interest
in, its assets at the book value thereof, or at some other value
mutually agreed upon by said bank and said directors,
notwithstanding that either of such values may exceed the market
value of the assets so purchased, and upon such terms and
conditions as said directors, with the approval of the
commissioner, may determine; (b) make loans to such bank,

secured in whole or in part, in such amounts, and upon such terms
and conditions, as said directors, with the approval of the
commissioner, may determine; (c) pay to such bank in accordance
with an agreement entered into between such bank and the
corporation, with the approval of the commissioner, an amount
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not in excess of the difference between the book value of certain
or all its assets and the fair value thereof as determined by said
agreement, in consideration for which said bank shall agree to
write down such assets to such fair value and to pay over to the
corporation so much of any net proceeds realized from the sale
or other disposition of each and all such assets as is in excess of
such fair value, such payment to be made in such amounts, at such
times and upon such terms and conditions as said directors, with
the approval of the commissioner, may determine; provided, that
any amount paid by the corporation hereunder to such bank and
the agreement of such bank to repay the excess, as hereinbefore
provided, shall constitute liabilities of such bank only to the extent
of any such excess from time to time actually realized; (d) pay
into the surplus accounts of such bank in accordance with an
agreement entered into between such bank and the corporation,
with the approval of the commissioner, an amount not in excess
of the difference between the book value of certain or all its assets
and the fair value thereof as determined by said agreement, such
bank being hereby authorized and empowered, notwithstanding
any other provisions of law, to repay such amount to the
corporation at such time or times and in such manner as such
agreement may prescribe; provided, that any such payment made
by the corporation to such bank, and any agreement of such bank
to repay the same, shall constitute liabilities of such bank only
to the extent provided by said agreement; (e) make a deposit in
such bank of such amount as the directors deem advisable which
deposit shall not be subject to limits imposed by section three of
chapter one hundred and sixty-seven D of the General Laws or
by the bylaws of the bank, and which may or may not be a
subordinated deposit and may or may not be in accordance with
an agreement that dividends thereon will be at a lower rate than
is paid to other depositors; (0 assume any liabilities of such
member bank; (g) make loans or contributions to or deposits in,
or purchase any assets of, any financial institution which will
acquire control of or merge or consolidate with such member bank
or will purchase the assets and assume the liabilities of such
member bank; (h) guarantee such member bank, or any financial
institution which will acquire control of or merge or consolidate
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with such member bank or will purchase the assets and assume
the liabilities of such member bank, against loss by reason of such
acquisition of control, merger or consolidation or purchase of
assets and assumption of liabilities; (i) take any otheraction which
the directors in their opinion deem appropriate to carry out the
purposes of this section.

287
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After January first, nineteen hundred and fifty-seven, in
addition to or apart from the financial assistance authorized under
the preceding paragraph, the corporation by vote of at least two-
thirds of its directors and in order to effect the purposes of this
act may, by agreement with a member bank and with the approval
of the commissioner, grant financial assistance to such member
bank by any or all of the methods prescribed and subject to the
terms, conditions and benefits contained in clauses (a) to (i),
inclusive, of this section, for any of the purposes stated in this
section or for the purpose of providing reserve funds for the
protection of depositors of such member bank; provided, that the
total financial assistance granted to a member bank under the
authority of this paragraph shall not at any one time exceed a
sum equal to the greater of five percent of the deposits of such
bank or five hundred thousand dollars.

293
294
295
296
297
298
299
300
301
302
303
304
305
306
307

Such bank, by vote of at least two-thirds of its trustees, may
take any and all action necessary or advisable to enable it to carry
out any or all provisions of this section.

308
309
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Notwithstanding the provisions of section thirty-three of
chapter one hundred and sixty-eight of the General Laws relative
to voluntary dissolution and liquidation of a savings bank, in
order to give effect to the purpose of this section and subject to
the approval of the commissioner and of the corporation, such
member bank may be dissolved and liquidate its affairs if
authorized by vote of at least two-thirds of its trustees; provided,
that another member bank shall have assumed and agreed to pay
the whole of the deposits of such member bank under
section thirty-five of said chapter one hundred and sixty-eight. A
liquidating committee of three persons, subject to the approval
of the corporation, shall thereupon be elected by and from said
trustees, and, under such regulations as may be prescribed by the
commissioner, shall liquidate any remaining assets, and after
satisfying or adjusting all debts of and claims against such member
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326 bank not assumed by such other member bank, shall distribute
the remaining proceeds among those entitled thereto proportion-
ate to their respective interest therein. The supreme judicial court,
or any justice thereof, shall have jurisdiction in equity to enforce
the provisions of this paragraph and to act upon all applications
and in all proceedings thereunder.

327
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331
332 At any time after ten years from the date financial assistance

shall have been granted to a member bank under any of the
provisions of this section, any unpaid balance thereof may be
compromised or settled for such cash payment or other
consideration as the corporation and the member bank, with the
approval of the commissioner, may agree upon, and upon such
compromise or settlement the member bank shall be deemed to
be released and discharged from any further obligation to repay
the unpaid balance of such financial assistance except to the extent
provided by such agreement provided, however, that any such
agreement shall require that any subsequent dividends accruing
to such member bank shall be offset against any loss sustained
by the corporation as the result of any such compromise and
settlement and retained by the corporation until the amount of
such loss has been recovered. The supreme judicial court shall
have jurisdiction in equity to approve any such agreement for
compromise or settlement and to enforce the provisions of this
paragraph to act upon all applications and in all proceedings
thereunder.
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Section 6. Whenever it shall appear to the commissioner that
any member bank is in an unsound or unsafe condition to transact
the business for which it is organized he may so certify to the
corporation, and upon receipt of such certificate the corporation
shall, by notice in writing to the commissioner and to the bank,
take possession and control forthwith of the property and business
of such bank and shall operate such bank, subject to such rules
and regulations as the commissioner may prescribe, until the bank
shall resume business or until its affairs shall finally be liquidated.
The corporation may, while thus carrying on such business, pay
to such bank out of the Deposit Insurance Fund such sums as
the corporation’s directors deem necessary for the protection of
the bank’s depositors, and may order the same to be repaid when
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no longer required for that purpose, or may purchase assets from
said bank to effect the purposes of this act on such terms and
conditions and at such valuations as the directors, with the
approval of the commissioner, may determine.

364
365
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Section 7. At any time after the corporation has taken over the
control, possession and operation of any member bank as
provided in section six, it may with the approval of the
commissioner turn back the control, possession and operation
thereof of such member bank which may resume business free
from any control by the corporation acquired under section six,
subject to such conditions as the commissioner may approve. The
corporation shall not thus turn back the control, possession and
operation of any bank until there has been repaid into the Deposit
Insurance Fund all sums paid out by the corporation from such
fund to such bank or its depositors or until it has received security
for such repayment satisfactory to the directors.
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Section 8. The corporation, with the approval of the
commissioner, may, and at the request of the commissioner shall,
at any time after it has taken over the control, possession and
operation of any member bank under section six, discontinue the
business of such bank and proceed to liquidate its affairs. The
corporation shall in such event pay to the depositors of such bank
the full amount of their deposits at the date of the discontinuance
of the business of the bank with interest from the last dividend
date to the date of discontinuance at a rate at least equal to the
rate paid on regular savings accounts during such period and in
the case of term deposits, at the contractual rate applicable to any
such term deposit, such payments to be made within three years
from such discontinuance and at such times and in such
installments as the directors with the approval of the
commissioner shall determine. For such purpose the corporation
shall use, in addition to the assets of the bank, such sums as may
be required from the Deposit Insurance Fund. In case of
liquidation the corporation shall be subject to such orders, rules
and regulations as may be prescribed from time to time by the
commissioner. The corporation shall collect all debts due and
claims belonging to such bank and with the approval of the
commissioner may sell or compound all bad or doubtful debts
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402 and with like approval may sell all or any part of the real or
personal property of the bank on such terms as the commissioner
may approve. To execute and perform the powers and duties
conferred upon the corporation, it may in the name of any such
bank prosecute and defend all suits and other legal proceedings
and may in the name of the bank execute, acknowledge and deliver
all deeds, assignments, leases and other instruments necessary and
proper to effectuate any sale of real or personal property or any
compromise approved by the commissioner and a deed or other
instrument executed pursuant to the authority hereby given shall
be valid and effectual for all purposes to the same extent as
through executed by the officers of the bank by authority of its
board of trustees. The compensation of employees, counsel, and
other assistants, and all expenses incurred in connection with the
liquidation ofany such bank shall be fixed, subject to the approval
of the commissioner, by the directors. The officers of the
corporation and any other persons employed by the directors to
liquidate the affairs of any member bank under this section shall
give bond to the directors for the faithful performance of their
duties in relation to such liquidation in such amount and with such
surety or sureties as the commissioner may approve. The persons
appointed for the purpose of liquidating the affairs of any such
bank shall be subject to all the penalties to which agents appointed
by the commissioner for the purpose of liquidating the affairs of
a bank are now or may hereafter be subject. All accounts for which
no claimant can be found after six years following the
discontinuance of the business of any such bank shall, if no other
provisions to care for said claim have been made, be turned over
to the commissioner of revenue pursuant to the provisions of
chapter two hundred A of the General Laws. Said accounts may
be reclaimed in the manner provided in section ten of said
chapter but no interest shall be paid thereon for the time held by
the commissioner.
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Section 9. For the purpose of carrying out the provisions of
this act, the corporation may exercise all the powers, rights and*
franchises of any bank the control, possession and operation of
which has been taken over by it under this act, and may exercise
all the powers and rights of the corporators of such bank relative
to a merger or consolidation conferred upon them by sections
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thirty-four A, thirty-four B, thirty-four D and thirty-five of
chapter one hundred and sixty-eight.

441
442

Section 10. (a) On October first of each year following the
effective date of this section, each member bank and federal
member bank shall pay to the corporation an annual assessment
equal to one fiftieth of one percent of the greater of (i) the bank’s
excess deposits eligible for insurance coverage in accordance with
section one calculated as of July first of such year, or as of such
other date as may be fixed by the directors of the corporation with
the approval of the commissioner, or (ii) its average of such excess
deposits as determined in accordance with a procedure established
by the said directors and approved by the commissioner; provided,
however, that the directors may, with the approval of the
commissioner, by action taken not more than sixty days prior to
the first of October in any year, reduce the rate of such annual
assessment in respect to such year or waive the same.

443
444
445
446
447
448
J49650
451
452
453
454
455
456
457 (b) The directors may, with the approval of the commissioner,

and shall at his direction, by special assessments made from time
to time upon the member banks and the federal member banks,
in the same proportion for each, require each such bank and, to
the extent provided in subsection (c) of section nineteen, any
withdrawing or terminated bank, to pay over in cash to the
corporation an aggregate of not more than two percent of the
greater of (i) the excess deposits of such bank eligible for insurance
coverage in accordance with section one calculated as of a date
fixed by the directors of the corporation, which date shall, in any
event, be not more than ninety days prior to the date of notice
by the corporation to said banks of such special assessment, or
(ii) the said average of such excess deposits of such bank; provided,
however, that at the direction of the commissioner, the directors
shall require said banks to pay over in cash to the corporation,
in addition to the foregoing, an aggregate of not more than two
percent of the greater of (i) or (ii) above; and provided, further,
that the directors, at the direction of the commissioner, shall
require such banks to pay such additional amounts, based on the
greater of(i) or (ii) above, as the commissioner, from time to time,
may determine, after consultation with the directors of the
corporation and representatives of member and federal member
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479 banks, to be necessary to maintain the stability of the deposit
insurance fund. In determining the maximum aggregate special
assessment that may be made on any such bank, there shall be
deducted therefrom, as determined by the commissioner, the
amount ofany previous special assessment paid to the corporation
by any such bank and not returned to it by the corporation.

480
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484
485 Section 11. (a) Each member bank and federal member bank

shall maintain in the Deposit Insurance Fund funds in an amount,
hereinafter referred to as its required reserve, determined by
multiplying the greater of (i) such bank’s excess deposits eligible
for insurance coverage in accordance with section one as
calculated by the directors of the corporation on a regular periodic
basis, as approved by the commissioner, or (ii) such bank’s average
of such excess deposits by its then applicable insurance coverage
percentage. The said directors shall, with the approval of the
commissioner, establish the insurance coverage percentage for all
such banks in accordance with the following categories of risk:
(a) normal risk, and (b) greater than normal risk, and shall assign
each such bank to the appropriate category. In determining the
appropriate category ofrisk for each such bank, the directors shall
consider the following factors: capital adequacy, asset quality,
management quality, earnings, liquidity, and exposure to losses
from interest rate movement. The insurance coverage percentage
for all such banks assigned to category (a) shall be three percent
and the directors, with the approval of the commissioner, may
establish higher insurance coverage percentages from time to time
for all such banks assigned to category (b); provided, however,
that such higher insurance coverage percentage shall not exceed
nine percent. The corporation shall forthwith notify each member
bank and federal member bank of the risk category to which it
has been assigned.
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(b) Within ninety days of the effective date of this section, the
corporation shall determine and so notify each member bank and
federal member bank of the amount of its required reserve and
of its allocated reserve as of the most recent practicable date. If
the required reserve of any such bank is greater than its allocated
reserve, such bank shall pay over to the Deposit Insurance Fund
the deficiency in equal annual installments over a ten-year period.
Any such amount paid shall be added to the amount of such bank’s
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allocated reserve. If the required reserve of any such bank is less
than its allocated reserve, the corporation shall pay over to such
bank the excess in equal annual installments over a three-year
period. Each such payment by the corporation to such bank shall
be in reduction of such bank’s allocated reserve. Following the
initial determination of each such bank’s required reserve and
allocated reserve, the corporation shall make such a determination
on a regular periodic basis, as approved by the commissioner, for
each member bank and federal member bank and each such bank
shall either pay over any deficiency to the Fund or receive any
excess from the Fund, as applicable.
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528
529 (c) In the case of any member bank or federal member bank

assigned to category (b), there shall be excluded from the amount
of any such bank’s allocated reserve, for the purposes of
determining the amount of dividends, if any, payable in respect
of such allocated reserve, the amount by which its allocated
reserve exceeds three percent of its average of excess deposits
eligible for insurance coverage in accordance with section one.
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536 Section 12. Member banks and federal member banks shall pay

over to the corporation all payments required to be made by them
from time to time within ten days after receiving notice in writing
from the treasurer of the corporation of the amount due. If any
such bank shall fail to make any such payment within ten days
after notice as aforesaid, the said treasurer shall notify the
commissioner thereof. The commissioner shall forthwith notify
any such bank and, in the case of a federal member bank, the
federal supervisory agency, in writing. The failure of any member
bank to make such payment within thirty days after such notice
from the commissioner shall constitute a violation of section
twelve of chapter one hundred and sixty-seven of the General
Taws and the failure of any federal member bank to make any
such payment within thirty days of said notice from the
commissioner shall constitute a basis for the termination of such
federal member bank’s membership in the Deposit Insurance
Fund in accordance with section twenty-one. Notwithstanding the
foregoing, the directors of the corporation may, with the approval
of the commissioner, extend or shorten the time for any payments
required by any such banks which may affect all such banks
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generally, or which may be made on a case by case basis with
respect to individual banks.

556
557

Section 13. So much of the deposits of member banks as is
deposited with the Deposit Insurance Fund, shall, so long as they
remain deposited therewith, be exempt from taxation. Within
thirty days of the declaration of the balance of the Deposit
Insurance Fund eligible for distribution in accordance with
section fifteen, and prior to any distribution thereof, an amount
equal to thirty-three percent of the amount so declared eligible
for distribution shall be paid by the corporation to the
commissioner of revenue as an excise for the privilege ofdissolving
or liquidating said Fund in whole or in part. After payment of
such excise, the corporation shall ascertain from the department
of revenue the amount of tax due under the provisions of
chapter sixty-three of the General Laws on the remaining balance
of the amount declared eligible for distribution and shall deduct
said amount from such balance and shall pay the same to the
commissioner of revenue. After the payment of the said excise and
the said amount of tax, the balance of the proceeds declared
eligible for distribution shall be distributed in accordance with
section fifteen. Such excise shall be subject to all other relevant
provisions of applicable law consistent with the provisions of this
section; provided, however, that the application of such relevant
provisions shall in no way diminish the amount of said excise.
The revenues received by the commonwealth from the excise
imposed by this section shall be placed in separate funds to be
applied solely as follows: (a) twenty-five percent for the purposes
of the grant and loan program for removing or covering materials
containing lead on residential property established by
section twenty-eight of chapter twenty-three B of the General
Laws; (b) twenty-five percent thereof for the purposes of the
Boston and Lynn Harbors and Massachusetts, Buzzards and Cape
Cod Bays Environmental Trust Fund as established by
section thirty of this act; and (c) fifty percent thereof to defray
the costs of the purposes set forth in chapter twenty-one E of the
General Laws; provided, however, that from the receipts of the
separate fund established in accordance with (c) above, the
comptroller shall forthwith transfer the sum of one million five
hundred thousand dollars to the Pollution Liability Reinsurance
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Corporation, established by section two of chapter six hundred
and fifty of the acts of nineteen hundred and eighty-seven, to
defray the costs incurred for the operation of said corporation;
and provided, further, that commencing after the second year of
such operation, the amount so transferred shall be reimbursed by
the said corporation to the commonwealth and thereupon credited
by the comptroller to the said separate fund. The revenues received
by the commonwealth from the amount of tax to be deducted in
accordance with this section shall be placed in a separate fund
to be applied solely for the purposes set forth in chapter seven
hundred and forty-six of the acts of nineteen hundred and eighty-
seven.

595
596
597
598
599
600
601
602
603

605
606

Section 14. A director of the corporation shall in no event be
individually liable for anything done or for any liability incurred
or assumed by virtue of this act, except for his own wilful neglect
or default, nor shall any member bank be subject to any liability
by virtue of this act except for the payments of its assessments
to the fund.
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613 Section 15. The directors of the corporation may make such

rules and regulations, subject to the approval of the commissioner,
as they may deem necessary in order to carry out the provisions
of this act, and for the purposes of this act the commissioner may
confer and advise with the directors and may furnish them such
information, records, statements and reports of examination or
copies thereof, relating to any member bank, as the directors
may request.

614
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621 Section 16. The commissioner shall determine the portion of

the Fund required for the insurance of deposits as provided for
in section one and shall declareany balance thereof, after payment
of losses, expenses and obligations of the Fund, eligible for
distribution to member banks, provided, however, that the
corporation by simple majority vote of its board of directors
agrees with the commissioner on the amount required for said
insurance. If the corporation does not agree with the commission-
er’s determination of said amount, then a three-member panel,
consisting of the commissioner or his designee, a member chosen
by the corporation and a member chosen by agreement of the
commissioner and the corporation shall, by majority vote,
determine the amount required for said insurance. The
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634 corporation shall immediately furnish to the commissioner any
and all information he deems necessary to assist him in his
determination of the amount required for such insurance. The
corporation at special county or district meetings held in
accordance with the bylaws and with section two of said
chapter forty-four and called by the directors for this special
purpose within thirty days of the said declaration of the balance
eligible for distribution, may, by majority vote of all member
banks and with the approval of the commissioner, vote to dissolve
and liquidate the balance of the Fund so declared eligible foi*7
distribution. When voting for this purpose, each such bank shall
have one vote for each ten million dollars or fraction thereof of
deposits then insured by the Deposit Insurance Fund, as shown
by such bank’s latest report to the commissioner or to the
corporation. Upon any such vote to dissolve and liquidate, the
corporation shall distribute, over a period of not more than twelve
months, the said amount so voted for distribution pro rata to the
member banks based upon their total amount of assessments and
participation in said Fund. Loans made by the corporation to
member banks shall not be deemed part of any amount required
for the excess insurance of said deposits.
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Section 17. The corporation, at special county or district
meetings held in accordance with the bylaws and with section two
of said chapter forty-four, and called by the directors for this
special purpose, may determine, by a two-thirds vote of all insured
banks, that, as a fact, the Deposit Insurance Fund is no longer
needed for the excess insurance provided for in section one. If the
commissioner concurs with such determination of facts, he shall
declare any balance of such fund, after payment of losses, expenses
and obligations of the corporation, eligible for distribution to
insured banks upon a dissolution and liquidation of the fund. The
corporation may, by a like two-thirds vote of all insured banks
and with the approval of the commissioner, vote to dissolve and
liquidate the Deposit Insurance Fund. When voting for thi>jj
purpose, each such bank shall have one vote for each ten million
dollars or fraction thereof of deposits then insured by the Deposit
Insurance Fund, as shown by such bank’s latest report to the
commissioner or to the corporation. Upon any such vote to
dissolve and liquidate the Deposit Insurance Fund, the

655
656
657
658
659
660
661
662
663
664
665
666
667
668
669
670
671
672



1989] HOUSE - No. 524 35

*

V

673 corporation shall distribute, over a period of not more than twelve
months, the said balance pro rata to banks based upon their total
amounts of assessments and participations in said fund.

674
675

Section 18. The excess deposits, as defined in section one, of
member banks shall be insured in full by the Deposit Insurance
Fund, hereinafter referred to as excess insurance, subject to the
following conditions and limitations:

676
677
678
679

(a) Sections twenty-two to thirty-six, inclusive, of chapter one
hundred and sixty-seven of the General Laws shall apply and
sections four, five and six of this chapter shall not apply to a
member bank so long as it is a member of and its deposits are
insured in whole or in part in a federal deposit insurance agency.

680
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(b) Upon payment by the Deposit Insurance Fund of all or any
part of the portion of any deposit insured by it in a member bank,
it shall be subrogated to the rights of the person to whom such
insurance was so paid to receive the same distribution from the
proceeds of assets and claims of such bank as would have been
payable to such person on a claim for the portion of his deposit
so paid by the Fund, but such person shall retain his right to
receive distribution of so much of his claim against said assets to
which he may be entitled after reimbursement pro rata of the
claims for subrogation to the Deposit Insurance Fund as provided
in this paragraph and to a federal deposit insurance agency as
provided in section six of chapter one hundred and sixty-seven F
of the General Laws.
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698 (c) Notwithstanding any other provisions hereof, if a federal

deposit insurance agency is at any time a depositor, either directly
or through any other governmental agency, in any member bank,
the amounts deposited, directly or indirectly, by the federal
deposit insurance agency shall not be deemed insured to any
extent by the Deposit Insurance Fund.

699
700
701
702
703

Section 19. Member banks and federal member banks, to the
extent they maintain allocated reserves in the Deposit Insurance
Fund, shall make such reports and provide such information as
is required by the directors and approved by the commissioner.
If any such bank fails to make any such report or provide any
such information, the directors shall notify the commissioner
thereof. The commissioner shall forthwith notify any such bank
and, in the case of a federal member bank, the federal supervisory
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712 agency, in writing. The failure of a member bank to make such
report or provide such information within fifteen days after such
notice from the commissioner shall constitute a violation of
section twelve of chapter one hundred and sixty-seven of the
General Laws and, in the case of a federal member bank, shall
constitute a basis for the termination of any such bank’s excess
insurance pursuant to section twenty-one.

713
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Section 20. The excess deposits, as defined in section one, of
any federal savings bank or federal savings and loan association
which has its main office located in and is authorized to do
business in the commonwealth and which derives a substantial
portion of its deposits from within the commonwealth may be
insured in full by the Deposit Insurance Fund, hereinafter referred
to as excess insurance with the approval of the commissioner,
subject to the following conditions and limitations;
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(a) Any such bank shall first give notice in writing to the
corporation of its desire to obtain such excess insurance and shall
make application for the same on such form and in such manner
as the corporation, with the approval of the commissioner, may
prescribe. Any such bank shall also submit such financial
statements and other information concerning its assets, liabilities
and affairs as the commissioner and the corporation may require.
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(b) No such bank shall apply for such excess insurance unless
such bank shall have capital and surplus if a stock institution or
surplus if a mutual institution, less any intangible asset value,
equal to or greater than six percent of the total assets.

734
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(c) Any such bank shall first enter into a binding agreement with
the corporation. Under such agreement, which shall be subject to
the approval of the commissioner, such bank shall be required
to provide to the corporation copies of examination reports and
other reports and information regarding such bank comparable
in form and substance to information requested and received by
the corporation with respect to member banks and to comply with
such other terms and conditions, including a provision permitting
the corporation to terminate, subject to the approval of the
commissioner, such bank’s excess insurance if arrangements
satisfactory to the corporation have not been made by such bank
in connection with any merger, consolidation or purchase of assets
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and assumption of liabilities affecting such bank, as the directors
deem to be appropriate.

750
751

(d) The directors of the corporation, with the approval of the
commissioner, shall determine the eligibility of any such bank for
acceptance. The directors shall not accept for excess insurance any
such bank which fails to meet the requirements of paragraph (a),
(b) and (c). The directors may, with the approval of the
commissioner, establish from time to time additional minimum
qualification standards and application procedures for such
banks. Each such bank shall be required to pay to the Deposit
Insurance Fund, as a precondition to acquiring excess insurance,
an additional assessment equal to that percentage of its average
excess deposits eligible for insurance coverage in accordance with
section one or, if greater, of the amount of such excess deposits
as of the date of its application that is equal to the insurance
coverage percentage for the category ofrisk to which the directors
have determined such bank would be assigned.
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767 (e) Any such bank, upon acceptance by the corporation for

excess insurance, shall be categorized as a “federal member bank.”768
(f) Federal member banks shall not have any of the rights and

privileges of member banks except as expressly provided other-
wise herein.
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772 (g) Upon payment by the Deposit Insurance Fund of all or any

part of the portion of any deposit insured by the fund in such bank,
the fund shall be subrogated to the rights of the person to whom
such insurance was so paid to receive the same distribution from
the proceeds of assets and claims of such bank as would have been
payable to him on a claim for the portion of his deposit so paid
by the Deposit Insurance Fund, but he shall retain his right to
receive distribution of so much of his claim against said assets to
which he may be entitled after reimbursement pro rata of the
claims for subrogation to the Deposit Insurance Fund as provided
in this paragraph and to the Federal Deposit Insurance
Corporation as provided in section six of chapter one hundred
and sixty-seven of the General Laws.
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785 (h) Notwithstanding any other provisions hereof, if a federal

deposit insurance agency is at any time a depositor, either directly
or through any other governmental agency, in any federal member
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788 bank, the amounts deposited, directly or indirectly, by such
federal deposit insurance agency shall not be deemed insured to
any extent by the Deposit Insurance Fund.

789
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Section 21. If the corporation shall not have received such
requested reports or information from any federal member bank
as defined in section thirteen within a reasonable time, or if such
federal member bank shall otherwise be in breach of such
agreement made pursuant to paragraph (c) of section 19, or if such
federal member bank shall fail to maintain the capital and surplus
requirements of paragraph (b) of said section thirteen, the *

corporation shall give written notice to such federal member bank,
specifying the breach or failure which remains incurred. If such
breach is not cured within sixty days after such written notice or
if such capital and surplus requirements are not cured by a
reasonable time specified, the directors may at any time thereafter,
subject to the approval of the commissioner, terminate the excess
insurance of such federal member bank and subsequently to all
of its depositors in such manner as the corporation, with the
approval of the commissioner, may require.
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Section 22. Any federal member bank may terminate its excess
insurance in accordance with procedures established by the
corporation, with the approval of the commissioner. Such
procedures shall be included in the agreement required by
paragraph (c) of section nineteen.
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Section 23. If the directors determine at any time that the
financial condition or operations of any federal member bank
makes it inadvisable to continue the excess insurance of such
bank, the corporation shall give written notice thereof to such
bank, the commissioner, the federal supervisory agency and the
appropriate federal deposit insurance agency, stating the reasons
for such determination. If such bank so requests within fifteen
days of the receipt of such notice, the commissioner shall conduct
such review and examination of the financial condition and
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operations of such bank as he deems appropriate, which may/

include a special examination and audit in accordance with
section two. If on the basis of such review and examination and
such other information concerning such bank as he may have in
the exercise of his supervisory functions, the commissioner
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826 concurs in such determination, he shall so notify such bank and
the corporation in writing. The directors may, with the approval
of the commissioner, terminate the excess insurance of such bank
at any time after the issuance of such notice by the commissioner.
If any such bank fails to request such review and examination
within the said fifteen day period, the determination of the
directors shall become final and the directors may, with the
approval of the commissioner, terminate the excess insurance of
such bank at any time after the conclusion of the said fifteen day
period. Any such termination shallbe effected in accordance with
procedures established by the directors, with the approval of the
commissioner, and such procedures shall be included in the
agreement required by paragraph (c) of section nineteen.
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SECTION 19. Chapter 45 of the acts of 1932, as most recently
amended by chapter four hundred and five of the acts of nineteen
hundred and eighty-five, is hereby amended by striking out
section one and inserting in place thereof the following section: -

2
3
4

Section 1. All the cooperative banks now established under the
laws of the commonwealth and subject to the provisions of
chapter one hundred and seventy of the General Laws, hereinafter
referred to as member banks, are hereby constituted a corporation
under the name of the Cooperative Central Bank, hereinafter
referred to as the central bank, and every cooperative bank
hereafter so established shall, thereupon become a member bank
thereof. It shall be the purpose of the central bank to provide such
services to member banks as are permitted by law and to
administer the Share Insurance Fund, established by section one
of chapter seventy-three and any amendments thereto. The assets
ofthe central bank shall consist of two separate and distinct funds,
as follows; (a) the Reserve Fund, which shall consist of all
assessments collected under section six, and any amendments
thereto, together with all investments thereof and all income
thereon, and (b) the said Share Insurance Fund.
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9 21 The deposits of the member banks into the said Reserve Fund
and Share Insurance Fund, under the provisions of the said
chapter seventy-three and this section, together with any surplus
which may hereinafter be accumulated by the central bank, shall
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25 constitute its capital structure. The said capitol structure of the
26 central bank shall be exempt from all state and local taxation;
27 provided, however, that any real estate owned or used by the
28 central bank for its corporate purposes shall not be so exempt.
29 As consideration for such tax exemption, the central bank shall,
30 at the direction of the commissioner, pay to the commissioner
31 of revenue, out of the assets of the said Reserve Fund, the sum
32 of twelve million dollars; and within thirty days of the vote to
33 dissolve and liquidate the balance of the Share Insurance Fund
34 declared eligible for distribution to member banks in accordance 0,

35 with section nine of said chapter seventy-three, and prior to any
36 distribution thereof to member banks, the amount of twelve
37 million dollars shall be paid by the central bank, out of the amount
38 so declared eligible for distribution, to the commissioner of
39 revenue as an excise for the privilege of dissolving and liquidating
40 the said Share Insurance Fund in whole or in part. After payment
41 of such sums, the central bank shall ascertain from the department
42 of revenue the amount of tax due under the provisions of
43 chapter sixty-three of the General Laws on the remainder of said
44 balance eligible for distribution and shall deduct said amount
45 from such balance and shall pay the same to the commissioner
46 of revenue. After the payment of the said excise and the said
47 amount of tax, the balance remaining ofthe said amount declared
48 eligible for distribution shall be distributed in accordance with the
49 said section nine of chapter seventy-three. The said excise shall
50 be subject to all other relevant provisions of applicable law
51 consistent with the provisions of this section; provided, however,
52 that the application of such relevant provisions shall in no way
53 diminish the amount of said excise. The revenues received by the
54 commonwealth from the excise imposed by this section shall be
55 placed in separate funds to be applied solely as follows: (a) twenty-
-56 five percent thereof for the purposes of the grantand loan program
57 for removing or covering materials containing lead on residential
58 property established by section twenty-eight of chapter twenty- r
59 three B of the General Laws; (b) twenty-five percent thereof for^J
60 the purposes of the Boston and Lynn Harbors and Massachusetts,
61 Buzzards and Cape Cod Bays Environmental Trust Fund, as
62 established by section thirty of this act; and (c) fifty percent thereof
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to defray the costs of the purposes set forth in chapter twenty-
one E of the General Laws; provided, however, that from the
receipts of the separate fund established in accordance with (c)
above, the comptroller shall forthwith transfer the sum of one
million five hundred thousand dollars to the Pollution Liability
Reinsurance Corporation, established by section two of
chapter six hundred and fifty of the acts of nineteen hundred and
eighty-seven, to defray the costs incurred for the operation of the
said corporation; and provided, further, that commencing after
the second year of such operation, the amount so transferred shall
be reimbursed by the said corporation to the commonwealth and
thereupon credited by the comptroller to the said separate fund.
The revenues received by the commonwealth from the amount of
tax to be deducted and paid in accordance with this section shall
be placed in a separate fund to be applied solely for the purposes
set forth in chapter seven hundred and forty-six of the acts of
nineteen hundred and eighty-seven.
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SECTION 20. Chapter 73 of the acts of 1934, as most recently
amended by chapter four hundred and five of the acts of nineteen
hundred and eighty-five, is hereby amended by striking out
section 1 and inserting in place thereof the following section:

9

3

4
5 Section 1. The Cooperative Central Bank, established by

chapter forty-five of the acts of nineteen hundred and thirty-two,
hereinafter referred to as the corporation, shall, in the manner
herein contained, provide for the insurance of deposits in all
cooperative banks established under the laws of the common-
wealth, hereinafter called member banks. Such insurance shall be
limited to the coverage of deposits (1) in accounts, as defined in
chapter one hundred and forty E of the General Laws and
including retirement accounts which are in excess of the amount
therein insured by a federal deposit insurance agency, hereinafter
called excess deposits, and which accounts are (a) standing
individually or jointly in the name of a natural person or persons
who are residents of the commonwealth; or (b) standing
individually or jointly in the name of a natural person or persons
in a member bank as of July first, nineteen hundred and eighty-
eight; and (2) such excess deposits in all accounts standing in the
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21 name of corporations formed under the provisions of chapter one
22 hundred and eighty of the General Laws; and (3) such excess
23 deposits in all accounts standing in the name of a duly chartered
24 local affiliate of an international labor organization, which
25 affiliate is located in the commonwealth; and (4) in all accounts
26 standing in the name of the commonwealth, its agencies and
27 political subdivisions; provided, however, that the corporation
28 shall continue to insure any time deposits insured by it as of the
29 effective date of this section until the maturity of any such time
30 deposits. For the purposes of this chapter, the directors of the
31 corporation may, with the approval of the commissioner of banks,
32 hereinafter referred to as the commissioner, and at his direction,
33 make assessments from time to time upon member banks in
34 accordance with section two A and two B. The Share Insurance
35 Fund shall be invested separately from the other funds of the
36 corporation and shall not be liable for the obligations of the
37 corporation other than those created by or under this chapter, as
38 amended. For the purposes of this chapter, the term “federal
39 deposit insurance agency” shall mean the Federal Deposit
40 Insurance Corporation or the Federal Savings and Loan
41 Insurance Corporation, or any successor to either corporation.

1 SECTION 21. Said chapter 73 is hereby further amended by
2 striking out section 2 and inserting in place thereof the following
3 section:
4 Section 2. As used in this chapter, the term “allocated reserves”
5 with respect to any member bank, shall mean the sum of all
6 assessments from time to time paid over by any such bank to the
7 Share Insurance Fund in accordance with section one, together
8 with any amounts so paid as special assessments and except to
9 the extent otherwise provided in section two B, all reserve

10 coverage contributions paid over by any such bank to the Share
11 Insurance Fund, together with any such bank’s proportionate
12 share of the surplus of said Fund, based on any such bank’s
13 relative amount of assessments and contributions as compared
14 with the aggregate of all assessments and contributions, calculated
15 in such manner as the directors, with the approval of the
16 commissioner, may determine.
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The allocated reserve maintained in the Share Insurance Fund
by any such bank may be carried by such bank as an asset to the
extent authorized by the commissioner.

17
18
19

SECTION 22. The said chapter 73 is hereby further amended
by adding after section 2 the following three sections: -2

3 Section 2A. (a) On July first of each year following the effective
date of this section, each member bank shall pay to the
corporation an annual assessment equal to one-fiftieth of one
percent of the greater of (i) the bank’s excess deposits eligible for
insurance coverage in accordance with section one calculated as
of April first of such year, or as of such other date as may be fixed
by the directors of the corporation with the approval of the
commissioner, or (ii) its average of such excess deposits as
determined in accordance with a procedure established by the said
directors and approved by the commissioner; provided, however,
that the directors may, with the approval of the commissioner,
by action taken not more than sixty days prior to the first of July
in any year, reduce the rate of such annual assessment in respect
to such year or waive the same.

4
5

8
9

10
11
12
13
14
15
16
17 (b) The directors may, with the approval of the commissioner,

and shall at his direction, by special assessments made from time
to time upon the member banks, in the same proportion for each,
require each such bank to pay over in cash to the corporation an
aggregate of not more than two percent of the greater of (i) the
excess deposits of such bank eligible for insurance coverage in
accordance with section one, calculated as of a date fixed by the
directors which date shall, in any event, be not more than ninety-
days prior to the date of notice by the corporation to said banks
of such special assessment, or (ii) the said average of such excess
deposits of such bank; provided, however, that at the direction
of the commissioner, the directors shall require said banks to pay
over in cash to the corporation, an aggregate of not more than
two percent of the greater of (i) or (ii), above; and provided,
further that the directors, at the direction of the commissioner,
shall require such banks to pay such additional amounts, based
on the greater of (i) or (ii), above, as the commissioner, from time
to time may determine, after consultation with the directors of

18
19
20
21
O')
IL

23
24
25
26
27
28
29

V3l
32
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34
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35 the corporation and representatives of member banks, to be
36 necessary to maintain the stability of the Share Insurance Fund.
37 In determining the maximum aggregate special assessment that
38 may be made on any such bank, there shall be deducted therefrom,
39 as determined by the commissioner, the amount of any previous
40 special assessment paid to the corporation by any such bank and
41 not returned to it by the corporation.
42 Section 28. (a) Each member bank shall maintain in the Share
43 Insurance Fund funds in an amount, hereinafter referred to as its
44 required reserve, determined by multiplying the greater of (i) sucf^j
45 bank’s excess deposits eligible for insurance coverage in
46 accordance with section one as calculated by the directors of the
47 corporation on a regular periodic basis, as approved by the
48 commissioner, or (ii) the said average of such bank’s excess
49 deposits by its then applicable insurance coverage percentage. The
50 said directors shall, with the approval of the commissioner,
51 establish the insurance coverage percentage for all such banks in
52 accordance with the following categories of risk: (1) normal risk,
53 and (2) greater than normal risk, and shall assign each member
54 bank to the appropriate category. In determining the appropriate
55 category of risk for each such bank, the directors shall consider
56 the following factors; capital adequacy, asset quality, manage-
-57 ment quality, earnings, liquidity and exposure to losses from
58 interest rate movement. The insurance coverage percentage for all
59 member bank’s assigned to category (I) shall be three percent and
60 the directors, with the approval of the commissioner, may
61 establish higher insurance coverage percentages from time to time
62 for all such banks assigned to category (2); provided, however,
63 that such higher insurance coverage percentage shall not exceed
64 nine percent. The corporation shall forthwith notify each member
65 bank of the risk category to which it has been assigned.
66 (b) On or before the first Wednesday in March nineteen
67 hundred and eighty-nine, the corporation shall determine and so
68 notify each member bank of the amount of its required reserv^.
69 and of its allocated reserve as of the most recent practicable date>F
70 If the required reserve of any such bank is greater than its allocated
71 reserve, such bank shall pay over to the Share Insurance Fund
72 the deficiency in equal annual installments over a ten-year period.



19891 HOUSE - No. 524 45

Any such amount paid shall be added to the amount of such bank’s
allocated reserve. If the required reserve of any such bank is less
than its allocated reserve, the corporation shall pay over to such
bank the excess in equal annual installments over a three-year
period. Each such payment by the corporation to such bank shall
be in reduction of such bank’s allocated reserve. Following the
initial determination of each member bank’s required reserve and
allocated reserve, the corporation shall make such a determination
on a regular periodic basis, as approved by the commissioner, for
each such bank and each such shall either pay over any deficiency
to the Share Insurance Fund or receive any excess from the said
Fund, as applicable.

73
74
75
76
77

78
79
80

4
83
84

(c) In the case of any member bank assigned to category (2),
there shall be excluded from the amount of any such bank’s
allocated reserve, for the purpose of determining the amount of
dividends, if any, payable to such bank in respect of such allocated
reserve, the amount by which its allocated reserves exceeds three
percent of its average of excess deposits eligible for insurance
coverage in accordance with section one.

85
86
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92 Section 2C. Member banks shall pay over to the corporation

all payments required to be made by them from time to time within
ten days after receiving notice in writing from the treasurer of the
corporation of the amount due. If any such bank shall fail to make
any such payment within the required time, the said treasurer shall
notify the commissioner thereof. The commissioner shall
forthwith notify any such bank in writing. The failure of any
member bank to make such payment within thirty days after such
notice from the commissioner shall constitute a violation of
section twelve of chapter one hundred and sixty-seven of the
General Laws. Notwithstanding the foregoing, the directors may,
with the approval of the commissioner, extend or shorten the time
for any payments required by any such banks which may affect
all such banks generally, or which may be made on a case by case
basis with respect to individual banks.
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CJ6
SECTION 23. Section 3 of chapter 73, as most recently

amended by chapter four hundred and five of the acts of nineteen
hundred and eight-five, is hereby amended by striking out the

7

3
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4 second paragraph and inserting in place thereof the following
5 paragraph:
6 In case of the merger or consolidation of a member bank with
7 one or more other member banks under section twenty-five of
8 chapter one hundred and seventy of the General Laws, or in the
9 case of a sale of assets of such member bank and the assumption

10 of its liabilities by one or more other member banks under
11 section seven of this chapter or under section twenty-four of said
12 chapter one hundred and seventy, the continuing bank shalL,
13 succeed to any of the rights of the discontinuing bank in th»r
14 assessments theretofore paid by the discontinuing bank.

1 SECTION 24. Section three B of said chapter seventy-three is
2 hereby repealed.

1 SECTION 25. Said chapter 73 is hereby amended by striking
2 out section 9 as amended by section 25 of chapter 405 of the acts
3 of 1985, and inserting in place thereof the following section:
4 Section 9. The commissioner shall determine the portion of the
5 Fund required for the insurance of deposits as provided for in
6 section one and shall declare any balance thereof, after payment
7 of losses, expenses and obligations of the Fund, eligible for
8 distribution to member banks; provided, however, that the
9 corporation by simple majority vote of its board of directors

10 agrees with the commissioner on the amount required for said
11 insurance. If the corporation does not agree with the commission-
-12 er’s determination of said amount, then a three-member panel,
13 consisting of the commissioner or his designee, a member chosen
14 by the corporation and a member chosen by agreement of the
15 commissioner and the corporation, shall, by majority vote,
16 determine the amount so required for said insurance. The
17 corporation shall immediately furnish to the commissioner any
18 and all information he deems necessary to assist him in his^
19 determination of the amount required for such insurance. Thjj;
20 corporation at special county or district meetings held in
21 accordance with the bylaws and with section two of said
22 chapter forty-four and called by the directors for this special
23 purpose within thirty days of the said declaration of the balance
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eligible for distribution, may, by majority vote of the member
banks and with the approval of the commissioner, vote to dissolve
and liquidate the balance of the Fund so declared eligible for
distribution. When voting for this purpose, each such bank shall
have one vote for each ten million dollars or fraction thereof of
deposits then insured by the Share Insurance Fund, as shown by
such bank’s latest report to the commissioner or to the
corporation. Upon any such vote to dissolve and liquidate, the
corporation shall distribute, over a period of not more than twelve
months, the balance of the Fund declared eligible for distribution
to the then member banks based upon their total amount of
assessments and participations in said Fund. Loans made by the
corporation to member banks shall not be deemed part of any
amount required for the excess insurance of said deposits.

24
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26
27
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30
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33
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37

SECTION 26. Section 16 of said chapter 73, as most recently
amended by Section 3, of said chapter 405, is hereby further
amended by striking out paragraphs (a) and (b).

1

3

SECTION 27. Section 35 of said chapter 405 of the acts of 1985
is hereby amended by inserting after the first paragraph the
following paragraph:

0

3

No funds shall be distributed until the Fund has caused the
property upon which housing is to built to be appraised and has
certified that the purchase price of such property does not exceed
such appraised value. The appraisal shall be based on the current
zoning of the property.

4
5
6

8

SECTION 28. Paragraph (a) of the second paragraph of
section 35 of chapter 405 of the acts of 1985 is hereby amended
by inserting before the first sentence the following four
sentences;

1

3
4

There is hereby created a body politic and corporate to be
known as the Massachusetts Housing Partnership Fund Board
or hereinafter referred to as MHPFB. The MHPFB is hereby
constituted a public instrumentality and the exercises by M H PL B
of the power conferred by this act shall be deemed to be the
performance of an essential governmental (unction. The M H PL B

5

6

■V
8
9

10
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1 1 is hereby placed in the executive office of communities and
12 development but shall not be subject to the supervision or control
13 of said office, or of any board, bureau, department, or other
14 agency of the commonwealth, except as specifically provided in
15 this act. The M H PFB shall be governed and its corporate powers
16 exercised by a board of directors, hereinafter referred to as the
17 board of directors.

1 SECTION 29. Said section 35 of chapter 405 is hereby further
2 amended by adding the following paragraph:z aiiiciiucu uy auuuig me lunuwuig paiagiapii.

3 (i) The M H PFB shall have the following additional powers; to'»
4 sue and be sued in its own name; to make and receive grants, loans,
5 advances, and contributions from any source public or private,
6 including, but not limited to, funds provided from the
7 Massachusetts Housing Partnership Fund, or any loan
8 repayments; to act as an agent or conduit in administering the
9 disbursements of funds or property from any source; to exercise

10 any other powers of a corporation organized under chapter one
1 1 hundred fifty-six B; and to do any and all things necessary or
12 convenient to carry out its purposes and exercise the powers
13 expressly granted in this chapter.

1 SECTION 30. There shall be established and set up on the
2 books of the commonwealth a separate fund to be known as the
3 Boston and Lynn Harbors and Massachusetts, Buzzards and Cape
4 Cod Bays Environmental Trust Fund. It shall be the sole purpose
5 of the Fund to (1) fund and coordinate projects to restore, protect
6 and improve the water quality of Boston and Lynn Harbors and
7 Massachusetts, Buzzards and Cape Cod Bays, (2) to increase
8 understanding of the Bays and their resources and the effect of
9 human activities which promote the Harbors and Bays as living

10 resources and public treasures for present and future citizens of
11 the commonwealth.
12 The Fund shall be organized as follows
1 3 (a) There shall be a board of trustees, appointed by the secretary^
14 of environmental affairs with the approval of the governor,
15 consisting of seven members who are qualified by background,
16 training and experience to advise the secretary on effecting the
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17 purposes of the Fund. Each such appointment shall be made by
18 letter to the appointee with a copy to the secretary of
19 administration and finance and each such appointee shall serve
20 at the pleasure of the governor and until his successor has been
21 appointed in like manner. The members of said board shall serve
22 without compensation but may be paid their necessary expenses
23 incurred in the discharge of their official duties.
24 (b) The initial organizational meeting of the board of trustees

J. 5 shall be held at a date and time to be determined by the secretary
of environmental affairs; provided, however, that at least two

27 weeks prior notice shall be given to the said members. At such
28 meeting, the said board shall elect a chairman, vice-chairman and
29 secretary from among the members
30 (c) Except as otherwise provided, the secretary of environmen-
31 tal affairs, with the advice and consent of the board, shall have
32 the authority to exercise all the powers of the Fund, including the
33 authority to make, amend and repeal bylaws, rules and regulations
34 to govern the management and affairs of said Fund and shall
35 develop criteria for grants to be made for projects consistent with
36 the purposes of the Fund. A majority of the members of said board
37 shall constitute a quorum for the purpose of conducting its
38 business and shall act by a majority vote of the whole board in
39 exercising its authority. A meeting of said board shall be held at
40 least bimonthly and at such other times as may be provided in
41 its bvlaws.
42 (d) The secretary of environmental affairs, with the advice and
43 consent of the board, shall have the authority to enter into such
44 service and other contracts, including the appointment of a
45 director to assist in the administration of the Fund, as is deemed
46 necessary or incidental to conduct the management and affairs
47 of the Fund.
48 (e) The secretary of environmental affairs shall file a certificate
49 with the state secretary to the effect that the Boston and Lynn

Harbors and Massachusetts, Buzzards and Cape Cod Bays
51 Environmental Trust Fund has been organized and listing the
52 names and addresses of the officers and members of the board
53 of trustees. A copy of the bylaws, rules and regulations adopted
54 in accordance with this section shall be filed with the state
55 secretary, as well as any amendments thereto
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56 (0 The secretary of environmental affairs shall file a report of
57 the activities and accomplishments of the Fund with the governor,
58 the commissioner of administration and the house and senate
59 ways and means committees on or before January first of each
60 year for the preceding year. A copy of such report shall be filed
61 with the clerk of the house of representatives.
62 (g) All reasonable expenses incurred pursuant to this section
63 shall be considered to be incidental administrative expenses ofthe
64 Fund. Revenues received by the Fund in accordance with th^
65 provisions of section eighteen and nineteen of this act shall bJr
66 expended by the secretary of environmental affairs, with the
67 advice and consent of the board of trustees; provided, however,
68 that the sum of two million dollars of said revenue shall be
69 expended by the secretary, without such advice and consent, solely
70 in accordance with the terms and conditions of the Stipulation
71 and Order filed with the United States District Court for the
72 District of Massachusetts on or about April 12, 1988, by the
73 United States and the commonwealth for the purpose of settling
74 the United States’ claim of penalties against the commonwealth
75 and the metropolitan district commission in United States v
76 Metropolitan District Commission, Civil Action No. 85-0489-
77 MA. All other monies for the Fund, other than appropriations
78 by the general court, shall be solicited, received and expended in
79 accordance with rules and procedures adopted by the secretary
80 of environmental affairs, with the advice and consent of the board
81 of trustees. The Fund shall retain all interest earned on sums
82 deposited therein and may receive such other funds as may be
83 appropriated from time to time, as well as gifts and grants from
84 other sources, or fines and penalties not designated by law for
85 other specific purposes to be used for the purposes of the Fund
86 in the manner provided.

1 SECTION 31. The personnel administrator of the common-
-2 wealth shall, on or before the first Wednesday in March ninetee jjt
3 hundred and eighty-nine evaluate all positions in the Division o(

4 Banks which are not allocated to a collective bargaining unit in
5 accordance with chapter one hundred and fifty E of the General
6 Laws in order to determine the impact of the provisions of this
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7 act on such positions including, but not limited to, the appropriate
8 managerial classifications for all such positions.

1 SECTION 32. The executive office of administration and
2 finance and the department of revenue shall conduct an
3 investigation and study of the tax and revenue implications
4 deriving from the authorization of nationwide interstate banking
5 within the commonwealth and shall file a written report thereon,
6 together with legislative recommendations designed to address

A? and eliminate tax or competitive inequities, if any, that may arise
8 with the implementation of this act. Such report shall be filed with
9 the clerk of the house of representatives not more than forty-five

10 days after the effective date of this section.

1 SECTION 33. The commissioner of banks is hereby directed
2 to conduct an investigation and study of the Liquidity Fund and
3 the Deposit Insurance Fund of the Mutual Savings Central Fund,
4 Inc., established by chapter forty-four of the acts of nineteen
5 hundred and thirty-two, and the Reserve Fund and the Share
6 Insurance Fund of the Cooperative Central Bank, established by
7 chapter forty-five of the acts of nineteen hundred and thirty-two.
8 During the course of such investigation and study, the
9 commissioner shall consider the structure of the Mutual Savings

10 Central Fund, Inc., and the Cooperative Central Bank and shall
11 evaluate the role of the said Liquidity Fund and Reserve Fund.
12 the necessity thereof, alternative borrowing sources for liquidity
13 purposes and such related matters as the commissioner deems
14 necessary or advisable. Expenses incurred by the Commissioner
15 in conduct of this study shall be assessed equally upon the Mutual
16 Central Savings Fund and the Cooperative Central Bank. The
17 commissioner shall also evaluate the structure of the Deposit
18 Insurance Fund and the Share Insurance Fund in order to
19 determine the types of accounts eligible for excess insurance

20 coverage, the adequacy of present allowable assessments and
VI coverage maintenance ratios as the same relate to the stability of
22 the said Funds and such related matters as he deems necessary
23 or advisable. The commissioner shall report the results of his
24 investigation and study and recommendations, if any, together
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25 with drafts of legislation necessary to carry suchrecommendations
26 into effect by filing the same with the clerk of the house of
27 representatives not later than the last Wednesday of December,
28 nineteen hundred and ninety.

1 SECTION 34. All amounts received pursuant to assessments
2 made under authority of sections 1 and 17 of chapter 43 of the
3 acts of 1934 in effect prior to the effective date of this act shall
4 be deemed to be assets of the Deposit Insurance Fund, established
5 under the provisions of this act. /9

1 SECTION 35. All amounts received pursuant to assessments
2 made under authority of sections 1 and 16 of chapter 73 of the
3 acts of 1934 in effect prior to the effective date of this act shall
4 be deemed to be assets of the Share Insurance Fund established
5 under the provisions of this act.

1 SECTION 36. Nothing in this act shall be construed to affect
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 such effective
7 date.

1 SECTION 37. Sections one through nine, inclusive, of this act
2 shall take effect on January I, 1990. All other sections of this act
3 shall take effect upon its passage.
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