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SENATE No. 26
By Mr. White, petition (accompanied by bill, Senate, No. 26) of

W. Paul White for legislation relative to directors, trustees and
officers of banks. Banks and Banking.

In the Year One Thousand Nine Hundred and Ninety-Three

An Act relative to directors, trustees and officers of banks.

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

1 SECTION 1. Section 19 of chapter 168 of the General Laws,
2 as appearing in the 1990 Official Edition, is hereby amended by
3 striking out, in line 18 and line 45, the word “first”.

1 SECTION 2. Said chapter 168 of the General Laws is hereby
2 further amended by striking out section 20, as so appearing, and
3 inserting in place thereof the following;
4 Section 20. Every such corporation shall be required to make
5 an annual report to the commissioner of any loan or extension
6 of credit in any manner (i) to any officer, director, trustee or
7 principal shareholder thereof, (ii) to any officer, director or
8 principal shareholder of a bank holding company, as defined in
9 chapter one hundred and sixty-seven A, of which said corporation

10 is a subsidiary, and (iii) to any officer, director, trustee or principal
11 shareholder of any other subsidiary of said bank holding
12 company. Said corporation shall also be required to make an
13 annual report to the commissioner of any loan or extension of
14 credit in any manner to a company which is controlled by any
15 such officer, director, trustee or principal shareholder of said
16 corporation, bank holding company or other subsidiary or in
17 which any such person is a principal shareholder. For the purposes
18 of this section, the terms “company”, “control of a company” and
19 “principal shareholder” shall have the same meanings given in
20 Regulation O of the Board of Governors of the Federal Reserve
21 System, 12 C.F.R. Part 215.2
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22 Said report to the commissioner shall consist of, but not be
23 limited to, the following: (a) the name of the officer, director,
24 trustee or principal shareholder of said corporation, bank holding
25 company or other subsidiary to whom any such loan or extension
26 of credit has been given or the name of such company to which
27 such loan or extension of credit has been made, (b) the original
28 amount of the loan and the interest rate thereon, (c) the date of
29 the loan, (d) the type of loan, (e) if the loan is secured in any
30 manner, the type of secured asset and its valuation, (f) the terms
31 of the payment, (g) the current balance, and (h) the amount of
32 principal or interest payments in default, if any, and the length
33 of such default. Such report shall be deemed to be a public record
34 in accordance with the provisions of section ten of chapter
35 sixty-six.

1 SECTION 3. Said chapter 168 is hereby amended by striking
2 out section 23, as so appearing, and inserting in place thereof the
3 following:
4 Section 23. No officer, director, trustee, employee or attorney
5 of such corporation shall be a beneficiary of or receive, directly
6 or indirectly, any fee, commission, gift or other consideration for
7 or in connection with any business of such corporation. This
8 section shall not prohibit any such officer, director, trustee,
9 employee or attorney from receiving interest on a deposit made

10 by him or his usual salary or fee as such director or trustee or
11 a reasonable fee for services rendered to such corporation or from
12 borrowing from such corporation in accordance with law, or from
13 sharing in commissions, profits or other benefits derived by any
14 firm, association or corporation, in which he is interested, arising
15 out of any transaction with said corporation if such transaction
16 is made in the regular course of business upon terms as favorable
17 to the corporation as those offered to other persons. The
18 commissioner may require a full disclosure to be made on such
19 forms as he may prescribe by regulations or otherwise, of all
20 commissions, profits or other benefits realized in any such
21 transaction.

1 SECTION 4. Said chapter 168 of the General Laws is hereby
2 amended by adding the following section:
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3 Section 23A. Whoever violates any provisions of sections
4 nineteen, twenty and twenty-three shall be punished by a fine not
5 exceeding five thousand dollars or by imprisonment for not more
6 than one year, or both.

1 SECTION 5. Chapter 170 of the General Laws is hereby
2 amended by striking out section seventeen, as appearing in the
3 1990 Official Edition and inserting in place thereof the
4 following:
5 Section 17. No officer, director, employee or attorney of such
6 corporation shall be a beneficiary of or receive, directly or
7 indirectly, any fee, commission, gift or other consideration for or
8 in connection with any business of such corporation. This section
9 shall not prohibit any such officer, director, employee or attorney

10 from receiving interest on a deposit made by him or his usual
11 salary or director’s fee or a reasonable fee for services rendered
12 to such corporation or from borrowing from such corporation in
13 accordance with law, or from sharing in commissions, profits or
14 other benefits derived by any firm, association or corporation, in
15 which he is interested, arising out of any transaction with said
16 corporation if such transaction is made in the regular course of
17 business upon terms as favorable to the corporation as those
18 offered to other persons. The commissioner may require a full
19 disclosure to be made on such forms as he may prescribe by
20 regulations or otherwise, of all commissions, profits and other
21 benefits realized in any such transaction.

1 SECTION 6. Section 19 of said chapter 170, as appearing in
2 the 1990 Official Edition, is hereby amended by striking out, in
3 line 14, the word “first”; and by striking out the paragraphs
4 contained in lines 36-56, inclusive, and inserting in place thereof
5 the following;
6 No officer, whether acting individually or as trustee holding
7 property in trust for another person, shall become the owner of
8 real estate upon which a mortgage is held by the corporation;
9 provided, however, that this prohibition shall not apply to any

10 officer who becomes the owner of real estate upon which a
11 mortgage is held by the corporation securing a loan in an amount
12 not exceeding two hundred and seventy-five thousand dollars on
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13 real estate improved with a one to four family dwelling or a
14 condominium established in accordance with chapter one
15 hundred and eighty-three A which is to be occupied, in whole or
16 in part, by such officer. The provisions of this section shall not
17 apply to loans made to any officer on deposit books, or to loans
18 as are guaranteed or insured in whole or in part as authorized
19 by chapter forty-six of the acts of nineteen hundred and forty-

-20 five or by any regulations thereunder.
21 Every such corporation shall be required to make an annual
22 report to the commissioner of any loan or extension of credit in
23 any manner (i) to any officer, director or principal shareholder
24 thereof, (ii) to any officer, director or principal shareholder of a
25 bank holding company, as defined in chapter one hundred and
26 sixty-seven A, of which said corporation is a subsidiary, and (iii)
27 to any officer, director, trustee or principal shareholder of any
28 other subsidiary of said bank holding company. Said corporation
29 shall also be required to make an annual report to the
30 commissioner of any loan or extension of credit in any manner
31 to a company which is controlled by any such officer, director,
32 trustee or principal shareholder of said corporation, bank holding
33 company or other subsidiary or in which any such person is a
34 principal shareholder. For the purposes of this section, the terms
35 “company”, “control of a company” and “principal shareholder”
36 shall have the same meanings given in Regulation Oof the Board
37 of Governors of the Federal Reserve System, 12 C.F.R. Part
38 215.2.
39 Said report to the commissioner shall consist of, but not be
40 limited to, (a) the name of the officer, director, trustee or principal
41 shareholder of said corporation, bank holding company or other
42 subsidiary to whom any such loan or extension of credit has been
43 made or the name of such company to which any such loan or
44 extension of credit has been made, (b) the original amount of the
45 loan and the interest rate thereon, (c) the date of the loan, (d) the
46 type of loan, (e) if the loan is secured in any manner, the type
47 of secured asset and its valuation, (f) the terms of the payment,
48 (g) the current balance, and (h) the amount of principal or interest
49 payments in default, if any, and the length of any such default.
50 Such report shall be deemed to be a public record in accordance
51 with the provisions of section ten of chpater sixty-six.
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1 SECTION 7. Chapter 170 of the General Laws is hereby
2 amended by adding the following section:
3 Section 19A. Whoever violates the provisions of sections
4 seventeen and nineteen shall be punished by a fine not exceeding
5 five thousand dollars or by imprisonment for not more than one
6 year, or both.

1 SECTION 8. Section 18 of chapter 172 of the General Laws,
2 as appearing in the 1990 Official Edition, is hereby amended by
3 striking out, in line 15, the word “first”; and by striking out the
4 paragraphs contained in lines 37-58, inclusive, and inserting in
5 place thereof, the following paragraphs;
6 No officer, whether acting individually or as trustee holding
7 property in trust for another person, shall become the owner of
8 real estate upon which a mortgage is held by the corporation;
9 provided, however, that this prohibition shall not apply to any

10 officer who becomes the owner of real estate upon which a
11 mortgage is held by the corporation securing a loan in an amount
12 not exceeding two hundred and seventy-five thousand dollars on
13 real estate improved with a one to four family dwelling or a
14 condominium established in accordance with chapter one
15 hundred and eighty-three A which is to occupied, in whole or in
16 part, by such officer. The provisions of this section shall not apply
17 to loans made to any officer on deposit books, or to loans as are
18 guaranteed or insured in whole or in part as authorized by chapter
19 forty-six of the acts of nineteen hundred and forty-five or by any
20 regulations thereunder.
21 Such trust company shall be required to make an annual report
22 to the commissioner of any loan or extension of credit in any
23 manner (i) to any officer, director or principal shareholder of said
24 trust company, (ii) to any officer, director or principal shareholder
25 of a bank holding company, as defined in chapter one hundred
26 and sixty-seven A, of which said trust company is a subsidiary,
27 and (iii) to any officer, director, trustee or principal shareholder
28 of any other subsidiary of said bank holding company. Said trust
29 company shall also be required to make an annual report to the
30 commissioner of any loan or extension of credit in any manner
31 to a company which is controlled by any officer, director, trustee
32 or principal shareholder of said trust company, bank holding
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33 company or other subsidiary or in which any such person is a
34 principal shareholder. For the purposes of this section, the terms
35 “company”, “control of a company” and “principal shareholder”
36 shall have the same meanings given in Regulation Oof the Board
37 of Governors of the Federal Reserve System, 12 C.F.R.
38 Part 215.2.
39 Said report to the commissioner shall consist of, but not be
40 limited to, the following: (a) the name of the officer, director,
41 trustee or principal shareholder of said trust company, banking
42 holding company or other subsidiary to whom any loan or
43 extension of credit has been made or the name of such company
44 to which any such loan or extension of credit has been made, (b)
45 the original amount of the loan and the interest rate thereon, (c)
46 the date of the loan, (d) the type of loan, (e) if the loan is secured
47 in any manner, the type of secured asset and its valuation, (f) the
48 terms of the payment, (g) the current balance, and (h) the amount
49 of principal or interest payments in default, if any, and the length
50 of such default. Such report shall be deemed to be a public record
51 in accordance with the provisions of section ten of chapter
52 sixty-six.
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