
HOUSE No. 5465
By Mr. Finneran of Boston, petition of Thomas M. Finneran for 

legislation to require public funds to be deposited in banks chartered 
by the Commonwealth. Banks and Banking.

Commcmtoealtf) of
In the Year One Thousand Nine Hundred and Eighty-Three.

An Act r e q u ir in g  p u b l ic  fu n d s  to  be d e p o s it e d  in  b a n k s  c h a r t e r 
ed BY THE COMMONWEALTH.

Be it enacted by the Senate and House o f Representatives in General 
Court assembled, and by the authority o f  the same, as follows:
1 SECTION 1. Chapter 29 of the General Laws is hereby amend-
2 ed by striking out section 34, as most recently amended by chapter
3 539 of the acts of 1981, and inserting in place thereof the following
4 section: —
5 Section 34. State officers, departments, institutions and other
6 agencies may deposit any portion of the public monies in their
7 possession in such trust companies lawfully doing business in the
8 commonwealth, as shall be designated by the state treasurer from a
9 list of depositories prepared by him and approved at least once in 

!0 three months by the governor and council; but the aggregate
11 balance on deposit in any one such trust company by the state
12 treasurer, by a state officer of funds advanced under the provisions
13 of section twenty-three by a state officer, department, institution or
14 other agency of fees or other money as referred to in section
15 twenty-seven of chapter thirty shall not exceed, as of the close of
16 the business each business day, fifty-five per cent of its paid up
17 capital, surplus, capital notes, and undivided profits in accordance
18 with the records of the trust company. The state treasurer may
19 provide that any such bank may receive additional deposits not to
20 exceed eighty-five per cent of its paid up capital, surplus, capital
21 notes, and undivided profits, providing that such additional depos-
22 its are subject to collateral approved by the state treasurer. Depos-
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23 its of the proceeds from the sale of bonds and notes by the state
24 treasurer shall not be subject to the fifty-five per cent limit for a
25 period of seven days from the date of the deposit or other credit to
26 the acocunt of the state treasurer. All certificates of deposit of any
27 such trust company whether issued directly to the state treasurer or
28 purchased on the open market shall be considered deposits within
29 the meaning of this section. For the purpose of paying the principal
30 or interest due on any bond, note or other obligation of the
31 commonwealth, which is payable in the city of New York or the
32 city of Chicago, the state treasurer may keep on deposit in any
33 national bank or trust company in said cities, approved for the
34 purposes by the governor and council, a sum not exceeding in the
35 aggregate twenty-five thousand dollars; provided, that for a period
36 of seven days prior to the date of any such payment or payments,
37 said amount may be increased by a sum or sums sufficient to cover
38 the same.
39 A state treasurer who knowingly makes any deposit in violation
40 of the foregoing provisions shall be deemed guilty of misconduct
41 and maladministration in his office within the meaning of the
42 constitution, any other officer who knowingly makes any deposit
43 in violation of the foregoing provisions shall be deemed guilty of
44 misconduct and maladministration in his office, and any trust
45 company knowingly receiving any deposit in violation thereof shall
46 be disqualified from receiving said monies for the period of three
47 years from the date of said deposit. All interest received on any
48 deposits under this section shall be paid to the commonwealth.

1 SECTION 2. Said chapter 29 is hereby further amended by
2 striking out section 34 A, as most recently amended by chapter 784
3 of the Acts of 1975, and inserting in place thereol the following
4 section:
5 Section 34A. I he state treasurer may deposit any portion of
6 the public monies in his possession and funds over which the
7 commonwealth has exclusive control in savings banks as defined in
8 chapter one hundred and sixty-eight or in co-operative banks as
9 defined in chapter one hundred and seventy for one year or more, 

10 subject, however, to the limitations set forth in chapter one 
I 1 hundred sixty-seven D.
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| SECTION 3. Subdivision (i) of the first paragraph of section 38
2 of said chapter 29 as appearing in chapter 414 of the acts of 1966, is
3 hereby amended by inserting after the word “finance”, in line 1, the
4 word: — state chartered.
1 SECTION 4. The first paragraph of said section 38 of said
2 chapter 29 is hereby further amended by striking out subdivision (j)
3 and inserting in place thereof the following subdivision: —
4 (j) In bankers acceptances and bills of exchange eligible for
5 purchase by federal reserve banks and which have been accepted by
6 a bank or trust company, which is organized under the laws of the
7 commonwealth and which is a member of the federal reserve
8 system.
1 SECTION 5. Paragraph (d) of subdivision (1) of section 23 of
2 chapter 32 of the General Laws as most recently amended by
3 section 4 of chapter 795 of the acts of 1981, is hereby further
4 amended by striking out clause (iv).
1 SECTION 6. The fourth paragraph of clause (v) of said para-
2 graph (d) of said subdivision (1) of said section 23 of said chapter
3 32, as appearing in section 1 of chapter 491 of the acts of 1980, is
4 hereby amended by striking out, in lines 2 and 3, the words “trust
5 company, federal savings and loan association, national banking
6 association” and inserting in place thereof the words: — trust
7 company.
1 SECTION 7. Paragraph (b) of subdivision (2) of said section 23
2 of said chapter 32, as most recently amended by section 4 of
3 chapter 781 of the acts of 1981, is hereby further amended by strik-
4 ing out clause (iv).
1 SECTION 8. T he fourth paragraph of clause (v) of said para-
2 graph (b) of said subdivision (2) of said section 23 of said chapter
3 32, as appearig in section 2 of said chapter 491, is hereby amended
4 by striking out, in lines 2 and 3, the words “trust company, federal
5 savings and loan association, national banking association” and
6 inserting in place thereof the words: — trust company.
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1 SECTION 9. Section 54 of chapter 44 of the General Laws is
2 hereby amended by striking out the first sentence, as appearing in
3 chapter 52 of the acts of 1982, and inserting in place thereof the
4 following sentence:— Trust funds, including cemetery perpetual
5 care funds, unless otherwise provided or directed by the donor
6 thereof, shall be placed at interest in savings banks, trust compan-
7 ies incorporated under the laws of the commonwealth, or invested
8 by cities or towns in participation units in a combined investment g
9 fund under section thirty-eight A of chapter twenty-nine, or in *

10 paid-up shares and accounts of and in co-operative banks, or in
11 bonds or notes which are legal investments for savings banks.
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SECT ION 10. Said chapter 44 is hereby further amended by 
striking out section 55, as most recently amended by chapter 134 of 
the acts of 1982, and inserting in place thereof the following 
section: —

Section 55. A city, town, or district or regional school district 
shall not at any one time have on deposit in a stock corporation or 
thrift institution an amount exceeding sixty percent of the capital 
and surplus of such a corporation or sixty percent of the surplus of 
such a thrift institution unless satisfactory security is given to it by 
such corporation or thrift institution for such excess. The treasurer 
of any city, town, district or regional school district shall not 
deposit funds for which he is accountable in any such stock corpo
ration or thrift institution with which such treasurer is associated 
as an officer or employee or has been associated as an officer or 
employee at any time during the three years immediately preceding 
the date of any such deposit. For the purpose of paying the princi
pal or interest due on any bond, note or other obligation of the city 
of Boston, which is payable or requested to be paid in the city of 
New York, the city of Boston may keep on deposit in any national 
bank or trust company in the city of New York a sum not exceeding 
in the aggregate twenty-five thousand dollars; provided, that for aJ& 
period of two weeks prior to the date of any such payment or 
payments, said amount may be increased by a sum or sums suffi
cient to cover the same. A treasurer of a city, town, district or 
regional school district may invest such portion of revenue cash as 
he shall deem not required to pay expenses until such cash is 
available and all or any part of the proceeds from the issue of bonds 
or notes, prior to their application to the payment of liabilities
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29 incurred for the purposes for which the bonds or notes were
30 authorized, in term deposits or certificates of deposits, in trust
31 companies or savings banks or in obligations issued or uncondi-
32 tionally guaranteed by the United States government or any agen-
33 cy thereof and having a maturity from date of purchase of one year
34 or less, or in United States government securities or securities of
35 United States government agencies purchased under an agreement
36 with a trust company to repurchase at not less than the original 

 ̂ 37 purchase price of said securities on a fixed date, not to exceed
38 ninety days, or in participation units in a combined investment
39 fund under section thirty-eight A of chapter twenty-nine; provided,
40 however, that no temporary notes in anticipation of revenue shall
41 be issued under section four as long as any revenue cash, exclusive
42 of revenue sharing or other revenue cash the use of which is
43 restricted to purposes other than current maintenance expenses,
44 remains so invested.
45 For the purposes of this section, a stock corporation shall mean
46 a state-chartered trust company, stock savings bank or stock co-
47 operative bank, and a thrift institution shall mean a mutual savings
48 bank or mutual co-operative bank.
1 SECTION 11. Said chapter 44 is hereby further amended by
2 striking out section 55 A, as most recently amended by chapter 366
3 of the acts of 1980, and inserting in place thereof the following
4 section: —
5 Section 55A. A city, town, district or regional school district
6 officer receiving public money and lawfully and in good faith and
7 in the exercise of due care depositing the same in a savings bank or
8 trust company organized under the laws of the commonwealth, on
9 paid-up shares and accounts of and in co-operative banks or in

10 participation units in a combined investment fund under section
11 thrity-eight A of chapter twenty-nine, or, in the case of the city of

|  12 Boston, in accordance with the provisions of section fifty-five in a
13 national bank or trust company in the city of New York shall not be
14 personally liable to the city, town, district or regional school
15 district for any loss of such money by reason of the closing up of
16 such depository or federal and loan association for the liquidation
17 of its affairs.
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1 SECTION 12. Section 15 of chapter 167 of the General Laws,
2 as inserted by section 5 of chapter 155 of the General Laws, is
3 hereby amended by striking out the second paragraph.
1 SECTION 13. Section 25 of chapter 206 of the General Laws is
2 hereby amended by striking out the first sentence, as most recently
3 amended by chapter 17 of the acts of 1977. and inserting in place
4 thereof the following sentence: If money which a decree of a pro-
5 bate court has ordered to be paid over remains for six months un-
6 claimed, the executor, administrator, guardian, conservator or
7 trustee who was ordered to pay the same may deposit it in a savings
8 bank or other like institution, or in savings accounts in atrustcom-
9 pany, or on paid-up shares and accounts of and in co-operative 

10 banks, or invest it in bank stock or other stocks, or in share orde- 
1 I posit accounts of credit unions located in the commonwealth or in
12 share accounts of a state-chartered savings and loan association lo-
13 cated in the commonwealth, as the probate court orders, to accum-
14 ulate for the benefit of the person entitled thereto.
1 SECTION 14. Section 27 of said chapter 206 is hereby amend-
2 ed by striking out the first sentence, as most recently amended by
3 chapter 18 of the acts of 1977, and inserting in place thereof the
4 following sentence: — If an executor, administrator, guardian,
5 conservator or trustee has money which he considers it advisable to
6 deposit in a savings bank, or in savings accounts in a trust com-
7 pany, or on paid-up shares and accounts of and in a co-operative
8 bank, or with which he considered it advisable to purchase shares
9 or make deposits in a credit union located in the commonwealth or 

10 to purchase share accounts of a state-chartered savings and loan 
1 I association located in the commonwealth, in the name of the judge
12 of probate, for the benefit of any person, he may apply to the
13 probate court by which he was appointed for leave so to do, and the
14 court may in its discretion, w ithout notice, direct such money to be
15 so deposited, or such purchase to be made.






