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By Mr. Graham, a petition of Edward R. Tufts for legislation to authorize

trust companies to issue and sell capital notes and debentures. Banks and
Banking.
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In the Year One Thousand Nine Hundred and Sixty-Five.

An Act authorizing trust companies to issue and sell
CAPITAL NOTES AND DEBENTURES.

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

1 Chapter 172 of the General Laws is hereby amended by in-
-2 sorting after- section 25 the following section;
3 Section 25A. A. Capital Notes and Debentures A trust
4 company may, subject to the approval of the Commissioner
5 and approval by vote of the holders of at least two thirds of
6 each class of its capital stock at any annual meeting or special
7 meeting duly called for the purpose preceded in either case by
8 a notice in writing sent to each stockholder of record by regis-
9 tered mail at least ten days before said meeting, issue and sell

10 its capital notes or debentures of any maturity. The indebted-
-11 ness evidenced by any such capital notes or debentures, includ-
-12 ing the principal thereof and premium, if any, and interest
13 thereon, shall be subordinate to the claims of depositors and
14 other creditors of such corporation (except claims in respect of
15 other capital notes or debentures of such corporation at least
16 equally subordinated) in accordance with such provisions for
17 subordination as shall be approved by the Commissioner, and
18 such subordination shall be specifically enforceable by any in-
-19 terested person, including the Commissioner or any conservator
20 appointed by the Commissioner whenever possession of the
21 property and business of such corporation shall have been taken
22 by the Commissioner or such conservator. Any such issue of
23 capitol notes or debentures may contain such other provisions
24 as the Commissioner may approve, including provision for con-
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2d version rights. The Commissioner in his discretion may by reg-
-26 ulation provide that any such capitol notes or debentures shall
27 to the extent set forth in such regulation be treated as part of
28 the capital funds of the issuing trust company for purposes
29 of any of the provisions of this chapter.
30 B. Other Borrowings Nothing in subsection A shall be
31 construed as limiting the power of any such corporation to
32 borrow money otherwise than through the issuance and sale
33 of such capital notes or debentures, provided that
34 (a) no such corporation which is subject to the provisions
35 of section twenty-seven of this chapter shall engage in
36 the business of issuing and selling to depositors, cus-
-37 tomers or others its unsecured promissory notes except
38 either (i) in accordance with such regulations as the
39 Commissioner in his discretion may have adopted as
40 to the conduct of such business or (ii) in the absence
41 of such regulations, with the prior approval of the
42 Commissioner; and
43 (b) no such corporation which is exempt from the provi-
-44 sions of section twenty-seven of this chapter shall en-
-45 gage in said business except either (i) in accordance
46 with such regulations as to the conduct of such business
47 as may have been adopted by the Board of Governors
48 of the Federal Reserve System or (ii) until regulations
49 as to the conduct of such business shall have been
50 adopted by the Board of Governors of the Federal
51 Reserve System, in accordance with such regulations
52 as the Commissioner in his discretion may have adopted
53 as to the conduct of such business or, in the absence
54 of such regulations, with the prior approval of the
55 Commissioner.
58 Any regulations adopted by the Commissioner in accordance
57 with the foregoing provisions of this subsection B may im-
-58 pose limitations on the aggregate amount of such promissory
59 notes at any time outstanding, and the interest cost thereof,
60 and may further require that reserves shall be maintained
61 against the indebtedness evidenced thereby, all by classes of
62 trust companies or otherwise.


