
DECISION 
ON THE APPLICATIONS RELATIVE TO THE 

REORGANIZATION INTO A MUTUAL HOLDING COMPANY BY 

BROOKLINE SA VIN GS BANK, BROOKLINE, MASSACHUSETTS 
AND OTHER RELATED TRANSACTIONS 

Brookline De Novo Savings Bank (the "Petitioner"), Brookline, Massachusetts, is being formed by 

Brookline Savings Bank ("Brookline"), Brookline, �assachusetts as part of a multi-step reorganization 

which will result in the formation of a mutual holding company known as Brookline Bancorp, M.H.C. (the 

"Holding Company"), headquartered at 160 Washington Street, Brookline, Massachusetts and a subsidiary 

stock savings bank operating under the name of Brookline Savings Bank with its main office located at that 

address. Certain parts of this multi-step transaction have required applications to the Board of Bank 

Incorporation which also held a public hearing on the matters before it on December 22, 1997. Applications 

haYe been made to the Division for the formation of a mutual holding company pursuant to Massachusetts 

General Laws chapter 167H, section 3 and the merger of Brookline Savings Bank (organized in mutual 

form) into a subsidiary stock bank formed in the reorganization pursuant to Massachusetts General Laws 

chapter 168, section 34 and chapter 167H, section 7, clause 2 and the Division's regulations implementing 

said chap�er 167H, 209 CMR 33.00, Subpart C . 
.._, -::· 

The reorganization also involves additional features that have heretofore not been presented to the 

Division. In the instant case, the Holding Company will establish a stock intermediate holding company 

subsidiary, Brookline Bancorp, Inc., ("Bancorp") which will own 100% of the stock subsidiary bank. The 

authority to establish such a mid-tier holding company is authorized under regulations of the Division. The 
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intermediate stock holding company will also issue a minority interest of its stock pursuant to 209 CMR 

33.27. The proposed stock issuance would be the first such transaction involving a state-chartered bank 

which has reorganized into a mutual holding company. The reorganization, formation of the intermediate 

holding company, and stock issuance are discussed below. 

There are currently fourteen mutual holding companies of state-chartered banks operating in the 

Commonwealth. Five other banks, including Brookline, are in the process of conducting such a 

reorganization. Due to the significant interest in this form of corporate structure, the Division promulgated 

comprehensive regulations to further implement the mutual holding company statute, chapter 167H of the 

General Laws which became effective in 1988. The provisions were added as Subpart C to the Division's 

conversion regulations, 209 CMR 33.00 et. seq. Subpart C was added in 1995 to establish requirements for 

such a reorganization including detailed regulatory review standards; mandatory contents of reorganization 

plans and· related procedural requirements and safeguards. It also established the framework for the 

issuance of minority shares of stock b) the subsidiary bank of the mutual holding company pursuant to the 

required stock issuance plan. The amendments which became effective on January 9 of this year, allow for 

the formation of a mid-tier stock holding company and the issuance of stock by the mid-tier entity. From a 

broad policy standpoint, the Division has initiated these actions to provide state-chartered banks increased 

flexibility and strategic and business options under the mutual holding company structure. As stated in 

Subpart C, the regulations also serve to protect and preserve the interests and rights of depositors of a 

reorganizing or reorganized bank. The regulations and the conditions set out in this Decision also ensure 

that the Division's supervisory authorities and regulatory safeguards continue in place upon completion of 

the reorganization. 
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I. REORGANIZATION

The reorganization will result in the Petitioner becoming a mutual holding company with a stock 

savings bank subsidiary. That subsidiary will also be known as Brookline Savings Bank. Following the 

reorganization, Brookline Savings Bank (organized in mutual form) will merge with and into Brookline 

Savings Bank (organized in stock form) under the charter and by-laws of Brookline Savings Bank 

(organized in stock form) ("Subsidiary Bank") and name of Brookline Savings Bank. 

In accordance with the provisions of said chapters 167H and 168, the Petitioner and its related 

entity h�ve su�mitted the requisite documents and information relative to these transactions. Notice has 

been given to its depositors and to the public. The deadline for filing comments after the public hearing 

ended on January 16, 1998. Consequently, the reorganization and merger have been considered ih 

conformity with relevant statutory and regulatory provisions. 

The applications and supporting documents, as amended, have established an extensive record on 

these petitions which have been reviewed in light of the statutory provisions and policies of the Division. 

Due to the multi-step aspects of the transaction, the Division required that the Corporators vote separately 

on ( 1) the reorganization into a mutual holding company and the establishment of Bancorp; and (2) the 

stock issuance. A vote of the Corporators in favor of the former action occurred on November 24, 1997. 

Those statutory requirements necessitate that, among other things, the Division consider whether the 

reorganization will be unfair to the depositors of the Petitioner and whether the public will be served by this 

transaction. Similarly, the merger must be found to promote public convenience and advantage, including a 

showing of net new benefits, and not to unreasonably affect competition among banking institutions. 

Having considered the record established in these applications, the Division has determined that statutory 

and administrativeconsiderationssupport approval of the reorganization and subsequent merger. In making 

those findings, the Division has noted that Brookline Savings Bank has a "Satisfactory" rating for its 

performance under the Community Reinvestment Act. 
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In accordance with these findings and pursuant to statute, I hereby approve the reorganization 

including the merger of Brookline Savings Bank (organized in mutual form) with and into Brookline 

Savings Bank ( organized in stock form) subject to the submission to the Division of a favorable tax ruling, 

opinion of counsel or other opinion of recognized experts in the field of taxatien no later than at the time of 

closing of the transaction and the following considerations: 

l. The reorganization shall not be consummated until all additional
regulatory approvals have been obtained.

2. Commencing with the transaction's effective date, the Division's minimum
capital requirements for the Subsidiary Bank, Bancorp and the Holding
Company are as follows:

a. the Subsidiary Bank's Tier I leverage capital ratio must
equal or exceed 4%, o� ariy such higher amount as
specified within any formal or informal regulatory action
document required by the Division, the Federal Deposit
Insurance Corporation or the Federal Reserve, based upon
the Subsidiary Bank's most recent Federal Deposit
Insurance Corporation Report of Condition and Income
and any amendments thereto. The amount of capital shall
be calculated in accordance with 12 CFR Part 325.

b. the Holding Company and Bancorp's consolidated Tier l
leverage capital ratio must equal or exceed 4%, or any
such higher amount as specified within any formal or
informal regulatory action document required by the
Division, the Federal Deposit Insurance Corporation or
the Federal Reserve, based upon its most recent call
report or any amendment thereto as reported to the federal
or state authority; and

c. if the minimwn capital ratios fall or would fall below
those stated in clauses a and b, the Commissioner may
impose further conditions or restrictions on the payment
of dividends. There will be no dividend restrictions other
than those found in Massachusetts General Laws chapter
172, section 28, so long as the minimum capital ratios set
out herein are maintained.
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3. After the completion of the reorganization

4. 

a. the Holding Company and Bancorp may engage in only

such activities as are now or may hereinafter be activities

authorized for a mutual holding company under section 7
and other applicable provisions of chapter 167H and

b. the Subsidiary Bank may engage in any investment or

activity which it may from time to time engage in as a

state-chartered savings bank in stock form.

That the proposed merger shall not become effective until a Certificate of 

Consolidations igned by the Presidents and Clerks or other duly authorized 
officers of each bank indicating that each institution has complied with the 

provisions of Massachusetts General Laws chapter 168, section 34 and 

chapter 167H, section 7, clause (2) has been returned with my 

endorsement thereon. 

5. That Articles of Organization and/or Charter documents and Articles of

Merger be placed on record with the Office of the Secretary of State.

. . 

6. That the proposed ·merger be consummated within one year of the date of

this Decision.

As a state-chartered mutual holding company, Brookline Bancorp, M.H.C.� will operate under a 

corporate structure which retains its mutuality and its attendant fiduciary duty to protect ongoing depositor 

interests. This corporate attribute would otherwise be eliminated in a full or standard conversion to stock 

form under Subpart A of the regulations. That mutuality is retained in the form of the mutual holding 

company which is governed by a board of corporators. Moreover, as the parent company, a mutual holding 

company controls the subsidiary banking institution formed in the reorganization, or as now allowed by 

regulation, any intermediate holding company. That control is reflected by statute and regulation which 

require the mutual holding company to hold no less than fifty-one percent of the combined voting power of 

all classes of securities of the subsidiary banking institution. Although this transaction involving Brookline 

' 

t 

.. 

... 

"" 

... 

... 

.... 

.. 



( 

I, 

t 
t 
,, 

....••
It: ' 
... • 

:, 
t I 
Ill, 

.4,., 

t,,' 
.....

-6-

has numerous steps as discussed herein, it will upon consummation of all related proposals, operate as a 

mutual holding company. 

II. FORMATION OF BROOKLINE BANCORP, INC.

In connection with the reo.rganization and pursuant to 209 CMR 33.31, the Holding Company

proposes to establish a subsidiary holding company, Bancorp as a direct subsidiary for the purpose of 

holding 100% of the stock of the subsidiary bank formed in the reorganization. Under this corporate 

structure, an intermediate stock holding company is between the mutual holding company and its stock 

banking institution. A two tier subsidiary bank holding company format is viewed by some as a more 

advantageous form of corporate structure. As a subsidiary holding company� Bancorp shall be subject to 

the Division's supervision, regulation and examinat_ion under General Laws chapter 167H and its 

implementing regulations 209 CMR 33 .00 et seq. The Division's regulations contain numerous safeguards 

against potential abuse of this structure which protect depositor interests. The regulations include 

limitations on the powers and investments of subsidiary holding companies, including limitations orr 

activities. stock pledges, dividend waivers and stock repurchase programs; Iim it the circumstances under 

which a mutual holding company may fully convert to stock form; and preserve and protect depositor 

rights, inclu�ing preferential subscription rights in minority stock offerings and their liquidation rights in 

the mutual holding company. Based upon review of all applicable documents and subject to applicable law, 

I hereby approve the establishment of Bancorp pro\'ided that in the case of the stock issuance by it 

discussed hereinafter, the aggregate amount of outstanding stock of Bancorp owned by persons other than 

the Holding Company shall be no more than 47% of Bancorp's total outstanding stock and provided further 

that: 

1. Bancorp shall be subject to all procedural and substantive requirements
imposed by 209 CMR 33.27(4) including, but not limited to, compliance
with 209 CMR 33.08(6)(c) limiting the acquisition of shares during the
three years following the stock issuance.
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2. That the Division's approval must be obtained for Bancorp's Articles of
Organization and by-laws. Subsequent prior approval of the Division
must be obtained for any changes to such documents including but not
limited to the creation, increase, designation and preferences to any class
of stock. Stock may only be issued with such approval and in accordance
with 209 CMR 33.31.

3. Bancorp must hold all of the issued an<l outstanding shares of common
stock of Brookline and Brookline may not issue any other class of equity
security.

III. BROOKLINE BANCORP, INC. STOCK ISSUANCE PLAN

. As part of these transactions, Bancorp has requested the approval of the Division pursuant to 209 

CMR 33.27 to issue up to 47% of its shares to the public. The reorganization plan, however, provides that 

up to 49% of.its shares may be sold. In conjunction \1/ith its consideration of the stock issuance plan the 

Div.ision has reviewed the extensiye and detailed business plan submitted by Brookline. The proposals set 

put therein were the subject of extended internal analysis as well as additional discussions with 

representatives of Brookline. A business plan is review�d to determine, among other things, whether it is 

reasonable, provi�es for the prudent deployment of capital and is achievable within the \1rdinary course of 

business as set out in the plan. The management resources of the institution must also be adequate for the 

satisfactory implementation of the plan. The Division's analysis of the business plan filed by Brookline met 

each of the review standards and was consistent with safe and sound banking practices. The Division has 

previously stated that as a matter of policy, it expects all subsequently converted institutions to vigorously 

implement and achieve the stated objectives in their business plans which were submitted in connection 

with their stock conversions. This policy is applicable to a subsidiary banking institution of a mutual 

holding company which issues stock directly or by a mid-tier holding company. 

The Division has also independently reviewed and analyzed the Appraisal Report prepared by 

Feldman Financial Advisors, Inc. as of November 7, 1997. Consideration has also been given to 

Brookline' s written response to issues raised by the Division as well as comments received on the valuation 
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process. Prior to consummation of the stock issuance, the appraisal report, as required by 209 CMR 33.00 

et. seq. must be updated by Feldman Financial Advisors, Inc. and submitted to the Division for additional 

review. 

In conjunction with the stock issuance, numerous documents must be filed with the Division. Staff 

has devoted significant time to review and comment on all such materials. Such reviews are done not only 

to ensure that all statutory and regulatory requirements are adhered to but also to ensure that meaningful 

information and disclosures are provided to depositors with subscriptions rights as well as other eligible 

investors. The submitted documents were reviewed at length.1 Significant substantive and ·technical 

changes and revisions were required to be made based on comments by the Division. 

Based upon a review of such submitted documents a determination that the provisions of 209 CMR 

33.28 have ·been met and in accordance with other applicable provisions of 209 CMR 33.00 et. seq .. I 

hereby authorize Bancorp to commence the subscription offering on or after January 27, 1998 subject to the 

following conditions: 

1. That all solicitation material to be used in connection with the offering has
been submitted to the Division for its approval and no substantive change
to any document is to be made without the prior approval of the Division.
No additional solicitation material may be used without the prior approval
of the Division.

1 

Certificate of Assistant Clerk certifying that Corporators approved the stock issuance plan at a special 
meeting held on January 12, 1998; Appraisal Report prepared by Feldman Financial Advisors, Inc. as of 
November 7, 1997; Bound draft Prospectus; Questions and answer pamphlet; Stock order form with 
instructions; Solicitation letter to depositors; Broker dealer letter; Potential investor letter (non
customers); Stock order acknowledgment letter; Stock certificate letter; Lobby poster; Press release
offering commences; Press release-offering completed; Folder brochure; Tombstone advertisement; and 
Stockgram. 
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No final approval to the issuance of the stock will be given until (1) the 
Division has approved the list of proposed subscribers; (2) an updated 
appraisal has been submitted and approved by the Division; and (3) final 
Articles of Organization/Charter of Brookline Bancorp MHC, Brookline 
Bancorp, Inc., and Brookline Savings Bank has been approved by the 
Division for filing with the Office of the Secretary of State. 

No more than 47% of the shares of Bancorp may be issued without the 
prior approval of the Division. 

The several approvals provided herein for the reorganization, the establishment of the intermediate 

holding company and the issuance of stock authorize a corporate structure providing for a mutual holding 

company as the parent of a intermediate holding company which serves as the direct parent of the 

subsidiary banking institution. This corporate structure is headed by the mutual holding company. The 

mutual holding company, among other obligations, retains the fiduciary duty to ensure that the interests of 

the depositors are protected and preserved within this corporate structure. 

January 27, 1998 
Date 

' 

t 

.. 

... 
... 

·•·

,., 

.. 



{ 

-8-

process. Prior to consummation of the stock issuance, the appraisal report, as required by 209 CMR 33.00 

et. � must be updated by Feldman Financial Advisors, Inc. and submitted to the Division for additional 

review. 

In conjunction with the stock issuance, numerous documents must be filed with the Division. Staff 

has devoted significant time to review and comment on all such materials. Such reviews are done not only 

to ensure that all statutory and regulatory requirements are adhered to but also to ensure that meaningful 

information and disclosures are provided to depositors with subscriptions rights as well as other eligible 

investors. The submitted documents were reviewed at length.1 Significant substantive and technical 

changes and revisions were required to be made based on comments by the Division. 

Based upon a review of such submitted documents a determination that the provisions of 209 CMR 

33.28 have ·been met and in accordance with other applicable provisions of 209 CMR 33.00 et. seq .. I 

hereby authorize Bancorp to commence the subscription offering on or after January 27, 1998 subject to the 

fol lowing conditions: 

1. That all solicitation material to be used in connection with the offering has
been submitted to the Division for its approval and no substantive change
to any document is to be made without the prior approval of the Division.
No additional solicitation material may be used without the prior approval
of the Division.

1 Certificate of Assistant Clerk certifying that Corporators approved the stock issuance plan at a special 
meeting held on January 12, 1998; Appraisal Report prepared by Feldman Financial Advisors, Inc. as of 
November 7, 1997; Bound draft Prospectus; Questions and answer pamphlet; Stock order form with 
instructions; Solicitation letter to depositors; Broker dealer letter; Potential investor letter (non
customers); Stock order acknowledgment letter; Stock certificate letter; Lobby poster; Press release
offering commences; Press release-offering completed; Folder brochure; Tombstone advertisement; and 
Stockgram. 



2. 

3. 

-9-

No final approval to the issuance of the stock will be given until (I) the 
Division has approved the list of proposed subscribers; (2) an updated 
appraisal has been submitted and approved by the Division; and (3) final 
Articles of Organization/Charter of Brookline Bancorp MHC, Brookline 
Bancorp, Inc., and Brookline Savings Bank has been approved by the 
Division for filing with the Office of the Secretary of State. 

No more than 4 7% of the shares of Bancorp may be issued without the 
prior approval of the Division. 

The several approvals provided herein for the reorganization, the establishment of the intermediate 

holding company and the issuance of stock authorize a corporate structure providing for a mutual holding 

company as the parent of a intermediate holding company which serves as the direct parent of the 

subsidiary banking institution. This corporate structure is headed by the mutual holding company. The 

mutual holding company, among other obligations, retains the fiduciary duty to ensure that the interests of 

the depositors are protected and preserved within this corporate structure. 

January 27, 1998 
Date 

- ------- -- ------

,, ------

• ���<r�_--.,-

/ 

I 

t 

.. 

.... 

... 

... 

,., 

.. 



' 

... 


	Decision2



