FEDERAL RESERVE press release

For immediate release September 7, 1999

The Federal Reserve Board today announced its approval of the
proposal of Fleet Financial Group, Inc., to acquire BankBoston Corporation, both of
Boston, M assachusetts, and its banking and nonbanking subsidiaries. The combined
organization will be the largest banking institution in the northeastern United States.
To address competitive concerns arising from the proposal, Fleet is required to
divest more than 300 branches, controlling total deposits of more than $13 billion,
located in Massachusetts, Connecticut, New Hampshire, and Rhode Island. Thisis
the largest divestiture ever to take place in connection with a banking combination.

Attached is the Board's Order relating to this action.

Attachment



FEDERAL RESERVE SY STEM

Fleet Financial Group, Inc.
Boston, M assachusetts

BankBoston Corporation
Boston, M assachusetts

Order Approving the Merger of Bank Holding Companies

Fleet Financial Group, Inc. (* Heet”), a bank holding company within
the meaning of the Bank Holding Company Act (“ BHC Act”), has requested the
Board' s approval under section 3 of the BHC Act (12 U.S.C. § 1842) to merge with
BankBoston Corporation (* BankBoston™) and thereby acquire BankBoston's
subsidiary banks, including its lead subsidiary bank, BankBoston, N.A., Boston,
Massachusetts.1 Fleet also has requested the Board' s approval under section
4(c)(8) of the BHC Act (12 U.S.C. § 1843(c)(8)) and section 225.24 of the Board's
Regulation Y (12 C.F.R. 225.24) to acquire the domestic nonbanking subsidiaries of
BankBoston.2 In addition, Fleet has filed applications and notices under section
4(c)(13) of the BHC Act
(12 U.S.C. §1843(c)(13)), sections 25 and 25A of the Federal Reserve Act (12
U.S.C. 88 601 et seg. and 611 et seq.), and the Board’' s Regulation K (12 C.F.R.

211) to acquire the foreign operations and Edge Act subsidiaries of BankBoston.3

1 Feet also would acquire BankBoston' s other subsidiary banks. BankBoston of
Florida, N.A., Boca Raton, Florida; and BankBoston Maine, N.A., Portland, Maine.

2 The nonbanking activities of BankBoston for which Fleet has sought approval
under section 4 of the BHC Act and the subsidiaries engaged in these activities are
listed in Appendix A.

3 Fleet and BankBoston also have requested the Board' s approval to hold and
exercise stock purchase options that allow Fleet to purchase up to 19.9 percent of
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Fleet, with total consolidated assets of approximately

$104.4 billion, is the ninth largest commercial banking organization in the United
States, controlling approximately 2.5 percent of total banking assets of insured
commercial banks in the United States (“total banking assets’).4 Feet operates
depository institutions in Connecticut, Florida, Maine, M assachusetts, New
Hampshire, New Jersey, New Y ork, and Rhode Island. Fleet also engagesin a
broad range of permissible nonbanking activities nationwide.

BankBoston, with total consolidated assets of approximately $73.5
billion, is the 15th largest commercia banking organization in the United States,
controlling approximately 1 percent of total banking assets. BankBoston operates
subsidiary banks in Connecticut, Florida, Maine, M assachusetts, New Hampshire,
and Rhode Island. BankBoston also engages nationwide in numerous permissible
nonbanking activities.

As discussed more fully below, Fleet has proposed to divest branches
controlling more than $13 billion in deposits and associated assets in connection
with the proposal to address the potential effects of the proposal on competition in
various markets in Massachusetts, Connecticut, and Rhode Island. After accounting
for the proposed divestitures, the proposal would create a combined organization
that would be the eighth largest commercial banking organization in the United
States, with total consolidated assets of approximately $164.9 billion, representing
approximately 3.5 percent of total banking assets. The combined organization
would operate under the name Fleet Boston Corporation (“ Fleet Boston™), and

would have a significant presence in the northeastern United States.

BankBoston's common stock and BankBoston to purchase up to 19.9 percent of
Fleet’ s common stock if certain events occur. Fleet and BankBoston would not
exercise these options if the merger is consummated.

4 Asset data and rankings are as of December 31, 1998.
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Factors Governing Board Review of the Transaction

The BHC Act enumerates the factors the Board must consider when
reviewing the merger of bank holding companies or the acquisition of banks. These
factors are the competitive effects of the proposal in the relevant geographic
markets; the financial and managerial resources and future prospects of the
companies and banks involved in the transaction; the convenience and needs of the
communities to be served, including the records of performance under the
Community Reinvestment Act
(12 U.S.C. 8§ 2901 et seq.) (“ CRA™) of the insured depository institutions involved
in the transaction; and the availability of information needed to determine and
enforce compliance with the BHC Act.5 In cases involving interstate bank
acquisitions, the Board also must consider the concentration of deposits nationwide
and in certain individual states on consummation of the proposal, as well as
compliance with other provisions of the Riegle-Neal Interstate Banking and
Branching Efficiency Act of 1994
(“ Riegle-Nea Act”).6
Public Comment on the Proposal

To give interested members of the public an opportunity to submit comments
to the Board on the statutory factors that it is charged with reviewing, the Board

published notice of the proposal and provided a period of time for public comment.7

5 In casesinvolving aforeign bank, the Board also must consider whether the
foreign bank is subject to comprehensive supervision or regulation on a consolidated
basis by appropriate authorities in the foreign bank’ s home country.

6 Pub. L. No. 103-328, 108 Stat. 2338 (1994).

7 Notice of the proposal was published in the Federal Register (64 Federal Register
27,990 (1999)) and in local newspapers in accordance with the Board' s Rules of
Procedure. See 12 C.F.R. 262.3(b). Notice of the proposal also was listed on the
Board' s website.
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The Board extended the initial period for public comment to accommodate the

public interest, providing interested parties more than 54 days to submit written
comments on the proposal.

Because of public interest in the proposal, particularly in New England where
the combined organization would be a significant competitor, the Board also held a
public meeting on the proposal in Boston, Massachusetts, on July 7, 1999. The
public meeting gave interested persons an opportunity to present oral testimony on
the various factors the Board is charged with reviewing under the BHC Act.
Approximately 150 people testified at the public meeting, and many persons who
testified also submitted written comments.

In total, approximately 344 individuals and organizations submitted
comments on the proposal through oral testimony, written comments, or both.
Commenters included several members of the U.S. Congress; state and local
government officials; community groups and educational and nonprofit
organizations; small business owners and groups concerned with business issues;,
customers of Fleet and BankBoston; organizations interested in purchasing divested
assets; union representatives,; and other interested organizations and individuals.
Comments were submitted by organizations, individuals, and representatives from
Connecticut, Maine, Massachusetts, New Hampshire, New Jersey, New Y ork,
Rhode Island, and other states. Commenters filed information and expressed views
supporting and opposing the merger.

In evaluating the statutory factors under the BHC Act, the Board carefully
considered the information and views presented by all commenters, including the
testimony presented at the public meeting and the information submitted in writing.
The Board also considered all the information presented in the application, notices,
and supplemental filings by Fleet and BankBoston, and various reports filed by the

relevant companies, publicly available information, and other reports. 1n addition,
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the Board reviewed confidential supervisory information, including examination

reports regarding the bank holding companies and the depository institutions
involved, and information provided by other federal banking agencies and the
Department of Justice. After a careful review of all the facts of record, and for the
reasons discussed in this order, the Board has concluded that the statutory factors it
Is required to consider under the BHC Act and other relevant banking statutes are
consistent with approval of the proposal, subject to the conditions noted in this

order.

I nterstate Anal ysis
Section 3(d) of the BHC Act, as anended by section 101
of the Riegle-Neal Act, allows the Board to approve an

application by a bank hol ding conpany to acquire control of a
bank | ocated in a state other than the honme state of the bank
hol di ng conpany if certain conditions are net. For purposes of
the BHC Act, the honme state of Fleet is Rhode Island,? and
BankBost on’ s subsi diary banks are | ocated in Connecti cut,
Fl ori da, Maine, Massachusetts, New Hanpshire and Rhode |sl and.?®
Section 3(d) of the BHC Act provides that the Board may
not approve a proposal if, after consummati on, the applicant
woul d control nore than 10 percent of the total deposits of
i nsured depository institutions in the United States. In
addition, the Board may not approve a proposal if, on

® See 12 U.S.C. § 1842(d). A bank hol ding company’s hone state
is the state in which the total deposits of all banking
subsi di ari es of such conpany were |argest on July 1, 1966, or the
date on which the conpany becane a bank hol di ng conpany,

whi chever is later.

® For purposes of the Riegle-Neal Act, the Board considers a
bank to be located in the states in which the bank is chartered
or headquartered or operates a branch. See 12 U S.C. 8§
1841(0)(4)-(7) and 1842(d)(1) (A and (d)(2)(B)

012 U.S.C. § 1842(d)(2)(A). For this purpose, insured
depository institutions include all insured banks, savings banks,
and savi ngs associ ati ons.
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consummati on of the proposal, the applicant would control

30 percent or nore of the total deposits of insured depository
institutions in any state in which both the applicant and the
organi zation to be acquired operate an insured depository
institution, or such higher or | ower percentage established by
state law '

On consummati on of the proposal, Fleet Boston would
control approximately 2.8 percent of the total anmount of deposits
held by insured depository institutions in the United States.

Fl eet Boston would control |less than 30 percent, or the
appropri ate percentage established by applicable state | aw, of
total deposits held by insured depository institutions in
Connecticut, Florida, Miine, Massachusetts and New Hanpshire, the
states in which Fleet currently operates a bank or branch and, on
consunmmati on of the proposal, woul d assune additional deposits.?'?
Al other requirenments of section 3(d) of the BHC Act also would
be net after consummation of the proposal.® In view of all the

112 U.S.C § 1842(d)(2)(B)-(D)
2. On consummation, Fleet Boston would control |ess than

30 percent of total deposits in insured depository institutions
in Connecticut, Florida, Miine, and Massachusetts. See Conn.
Gen. Stat. 8§ 36a-411 (West 1999); Fla. Stat. Ann. 8 658.295(8)(b)
(West 1999); Me. Rev. Stat. Ann. Tit. 9B, § 375 (West 1999);
Mass. Gen. Laws ch. 167A, 8 2 (West 1999). The appropriate
deposit cap in New Hanpshire is set by New Hanpshire state | aw at
20 percent, and Fl eet Boston would not, on consummati on of the
proposal, exceed this limt. See NH Rev. Stat. Ann. 8§
384:58(11) (West 1999). In Fleet’'s hone state of Rhode I sl and,

Fl eet proposes to divest the entire banking operations of
BankBost on on consummati on of the proposal, and thus its deposit
share in the state would remai n unchanged.

3 Fleet is adequately capitalized and adequately managed as
defined in the Riegle-Neal Act. 12 U.S.C. 8§ 1842(d)(1)(A).
BankBost on’ s subsi di ary banks have been in exi stence and operated
for the m nimum periods of tinme necessary to satisfy the m ni num
age requirenments established by applicable state |aw. See 12
US C 8§ 1842(d)(1)(B). The Board al so has contacted the

rel evant state banking conm ssioners regardi ng, and consi dered
Fleet's record of conpliance with, applicable state community

rei nvest nent | aws.
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facts of record, the Board is permtted to approve the proposal

under section 3(d) of the
BHC Act.

Competitive Factors

Section 3 of the BHC Act prohibits the Board from approving an application
If the proposal would result in a monopoly or would be in furtherance of any attempt
to monopolize the business of banking. The BHC Act also prohibits the Board from
approving a proposed combination that would substantially lessen competition or
tend to create a monopoly in any relevant banking market, unless the Board finds
that the anticompetitive effects of the proposal are clearly outweighed in the public
interest by the probable effect of the proposal in meeting the convenience and needs
of the community to be served.14

The proposed merger of Fleet and BankBoston would combine two banking
organizations that are among the largest providers of banking services in a number
of markets in Connecticut, M assachusetts, New Hampshire, and Rhode Island. The
Board has carefully analyzed the effect of the transaction on competition in the
relevant banking markets in light of all the facts of record, including public
comments on the proposal.

A number of commenters contended that the proposal would have a beneficial
effect on competition in New England by preserving a large bank headquartered in
New England, which these commenters believed would understand and be
responsive to the needs of New England customers and would have the resources to
offer sophisticated products and services in the region. Some commenters
contended that the divestitures proposed by Fleet would assure adequate
competition by creating an additional large competitor in New England and,

14 12 U.S.C. § 1842(c)(1).
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especialy to the extent divestitures were made to smaller banking organizations,

also would strengthen competition in various local banking markets.

Other commenters asserted that the proposed merger would have
significantly adverse effects on competition throughout New England. A number of
commenters expressed concern that the merger would reduce the banking options
available to consumers and businesses. Various commenters also feared that the
combined organization would charge higher fees, offer fewer products and services,
and provide less convenient access to banking services. Some commenters
expressed particular concern that the combined organization would reduce its home
mortgage and small business lending and that other competitors would not be
available to compensate for that loss. Other commenters stressed the importance of
using the divestiture process to ensure competition for loans to mid-sized
businesses; these commenters often suggested that the appropriate geographic
market for analyzing the effect of the merger on competition for such loansis
statewide or regional in scope.

In order to address the competitive effects of the proposal, Fleet has
proposed to divest more than 300 branches located in M assachusetts, Connecticui,
and Rhode Island, controlling combined deposits of approximately $13 billion.15 In
several of the largest markets in which Fleet and BankBoston branches overlap,
including Boston, Cape Cod, and Worcester, M assachusetts; Hartford, Connecticuit;
and Newport and Providence, Rhode Island, Fleet proposes to divest all or
substantially all the branches of Fleet or Bank Boston, whichever has the smaller

market share in the market.16 If the divested branches were viewed as a stand-

15 Deposit data are as of June 30, 1998.

16 In general, Fleet would divest Fleet branches in M assachusetts and New
Hampshire and BankBoston branches in Connecticut and Rhode Island.
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alone institution, they would constitute the third largest commercial bank in

M assachusetts and in Rhode Island and the ninth largest commercial bank in
Connecticut.17 Fleet also would divest approximately 550 automated teller
machines (* ATMS") located in Connecticut, M assachusetts, New Hampshire, and
Rhode Island.

Fleet has proposed to transfer substantially all of the branches and
ATMsto be divested to a single out-of-market competitor. Based on al the facts of
record, it appears that the purchaser would have sufficient scale, expertise, and
dedicated resources to compete effectively in serving the credit needs of large and
mid-sized businesses, while also providing banking products and services to
individuals and small businesses.

In addition, Fleet proposes to sell approximately 30 branches in
M assachusetts to several smaller commercial banking organizations that currently
operate in the area in which they would acquire the divested branches. Based on all
the facts of record, these smaller purchasers also appear to be capable of competing
effectively in the areas where their acquisitions would occur.18 The sale of
branches to these smaller competitors should not impede the ability of the larger
purchaser to compete effectively with Fleet Boston for large and mid-sized business

customers or retail customers.

17 Fleet proposes to divest 204 branches with $8.5 billion of depositsin

M assachusetts; 50 branches with $2.2 billion of deposits in Rhode Island;

39 branches with $1.8 hillion of deposits in Connecticut; and 13 branches with
$500 million of deposits in New Hampshire.

18 Each of the acquiring financial institutions would be required to file an
application with the appropriate federal financial supervisory authority, which would
address the competitive effects of the proposed acquisition, the managerial and
financial resources of the acquiror, the effect of the acquisition on the convenience
and needs of the community to be served, and other relevant factors.
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A. Definition of Banking M arkets

In order to determine the effect of a particular transaction on
competition, it is necessary to designate the area of effective competition between
the parties, which the courts have held is decided by reference to the relevant “line
of commerce” or product market and a geographic market. As discussed above,
some commenters suggested that the competitive analysis should focus on the
impact of the merger on mid-sized businesses, small businesses, or other customers.

Commenters also contended that the relevant geographic market for analyzing this
merger should be variously defined as regional, statewide, multicity, or intra-city.

Product Market. The Board and the courts consistently have
recognized that the appropriate product market for analyzing the competitive effects
of bank mergers and acquisitions is the cluster of products (various kinds of credit)
and services (such as checking accounts and trust administration) offered by
banking institutions.19 According to the Supreme Court, the clustering of banking
products and services facilitates convenient access to these products and services,
and vests the cluster with economic significance beyond the individual products and
services that constitute the cluster.20 Several studies support the conclusion that

both businesses and households continue to seek this cluster of services.21

19 See Chemical Banking Corporation, 82 Federal Reserve Bulletin 239 (1996)
(* Chemical”), and the cases and studies cited therein. The Supreme Court has
emphasized that it is the cluster of products and services that, as a matter of trade
reality, makes banking a distinct line of commerce. See United States v.
Philadelphia National Bank, 374 U.S. 321, 357 (1963) (“Philadelphia National”);
accord United States v. Connecticut National Bank, 418 U.S. 656 (1974); United
States v. Phillipsburg National Bank, 399 U.S. 350 (1969) (“ Phillipsburg
National”).

20 See Phillipsburg National, 399 U.S. at 361.

21 See Elliehausen and Wolken, Banking M arkets and the Use of Financial
Services by Households, 78 Federal Reserve Bulletin 169 (1992); Elliehausen and
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Consistent with these precedents and studies, and on the basis of the facts of record

in this case, the Board concludes that the cluster of banking products and services
represents the appropriate product market for analyzing the competitive effects of
the proposal.

Geographic Market. 1n defining the relevant geographic market, the
Board consistently has sought to identify the areain which the cluster of products
and services is provided by competing institutions and in which purchasers of the
products and services seek to obtain these products and services.22 In applying
these standards to bank acquisition proposals, the Board and the courts repeatedly
have held that the geographic market for the cluster of banking products and
servicesislocal in nature.23 In delineating the relevant geographic market in which
to assess the competitive effects of a banking merger or acquisition, the Board
reviews population density; worker commuting patterns; advertising patterns of
financial institutions; the presence of shopping, employment, healthcare, and other
necessities; and other indicia of economic intergration and the transmission of

competitive forces among banks.24

Wolken, Banking Markets and the Use of Financial Services by Small- and
Medium-Sized Businesses, 76 Federal Reserve Bulletin 726 (1990).

22 See, e.0., Sunwest Financial Services, Inc., 73 Federal Reserve Bulletin 463
(1987); Pikeville National Corporation, 71 Federal Reserve Bulletin 240 (1985);
Wyoming Bancorporation, 68 Federal Reserve Bulletin 313 (1982), aff'd 729 F.2d
687 (10th Cir. 1984).

23 See Philadelphia National, 374 U.S. at 357; Phillipsburg National; First Union
Corporation, 84 Federal Reserve Bulletin 489 (1998); Chemical; St. Joseph Valley
Bank, 68 Federal Reserve Bulletin 673 (1982) (“ St. Joseph™).

24 See Crestar Bank, 81 Federal Reserve Bulletin 200, 201 n.5 (1995);
Pennbancorp, 69 Federal Reserve Bulletin 548 (1983); St. Joseph; Chemical.
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In applying these principles, the Federal Reserve Bank of Boston (the

“ Reserve Bank”) has employed a methodology that defines the retail banking
market by identifying a market core as cities or counties that contain substantial
employment opportunities and then grouping surrounding areas with significant
patterns of commuting to and other indicia of economic integration with these
market cores. The criteria for adding communities to the market delineation become
more stringent as the counties become more remote from the core. Following this
approach, the Reserve Bank has identified 18 local banking markets in six statesin
which Fleet and BankBoston compete.

Based on this analysis, and all the facts of record, including population
density, commuting patterns, and other commercial patterns throughout the region in
which Fleet and BankBoston compete, the Board concludes that the appropriate
geographic markets for considering the competitive effects of the proposal are these
18 local banking markets, which are described in Appendix B.

B. Analysis of Local Banking Markets

The Board has carefully reviewed the competitive effects of the
proposal in each of these banking markets in light of all the facts of record,
including the characteristics of the markets and the projected increase in the
concentration of total deposits in depository institutions in these markets (“ market
deposits’),25 as measured by the Herfindahl-Hirschman Index (“ HHI”) under the
Department of Justice Merger Guidelines (“ DOJ Guidelines’).26

25 Inthis context, depository institutions include commercial banks, savings banks,
and savings associations. Market share data are based on calculations that include
the deposits of thrift institutions at 50 percent. The Board previously has indicated
that thrift institutions have become, or have the potential to become, significant
competitors of commercial banks. See, e.g., Midwest Financial Group, 75 Federal
Reserve Bulletin 386 (1989); National City Corporation, 70 Federal Reserve
Bulletin 743 (1984). Thus, the Board regularly has included thrift depositsin the
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Banking Markets without Divestitures. Consummation of the proposal

without divestitures would be consistent with Board precedent and the DOJ
Guidelines in six banking markets: Fairfield Area and New London, Connecticut;
West Palm Beach, Florida; Portland, Maine; Greenfield, M assachusetts; and
Manchester, New Hampshire.27 After consummation of the proposal, the Fairfield,
New London, and West Palm Beach banking markets would remain moderately
concentrated as measured by the HHI. In the Portland, Greenfield, and Manchester
banking markets, banking resources would be highly concentrated as measured by
the HHI, but the increase in concentration would be within the DOJ Guidelines and
alarge number of competitors would remain in each market. Moreover, al of the
latter three markets are located in metropolitan areas that are regionally important
and are considered generally attractive for entry.

Banking Markets with Proposed Divestitures. Fleet has proposed
divestitures in the remaining twelve markets in which Fleet and BankBoston

compete: Hartford, New Haven, Torrington, and Waterbury, Connecticut; Boston,

calculation of market share on a 50-percent weighted basis. See, eq.,
First Hawaliian, Inc., 77 Federal Reserve Bulletin 52 (1991).

26 Under the DOJ Guidelines, 49 Federal Register 26,823 (1984), a market is
considered unconcentrated if the post-merger HHI is less than 1000, moderately
concentrated if the post-merger HHI is between 1000 and 1800, and highly
concentrated if the post-merger HHI is more than 1800. The Department of Justice
has informed the Board that a bank merger or acquisition generally will not be
challenged (in the absence of other facts indicating anticompetitive effects) unless
the post-merger HHI is at least 1800 and the merger increases the HHI by more than
200 points. The Department of Justice has stated that the higher than normal HHI
thresholds for screening bank mergers for anticompetitive effects implicitly
recognize the competitive effect of limited-purpose lenders and other nondepository
financial institutions.

27 The effects of the proposal on the concentration of banking resources in these
markets are described in Appendix C.
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Cape Cod, Fall River, New Bedford, Springfield, and Worcester, M assachusetts;

and Newport and Providence, Rhode Island. 28 As discussed above, these
divestitures include a total of more than 300 branches, which account for more than
$13 billion in deposits.29 In each of these markets, Fleet proposes to divest a
significant portion of the holdings of either Fleet or BankBoston.30 After

accounting for the proposed divestitures, consummation of the proposal would be

28 The effects of the proposed merger and divestitures on the concentration of
banking resources in these markets are described in Appendix D.

29 In each market in which Fleet has committed to divest offices to mitigate the
anticompetitive effects of the proposal, Fleet has committed to execute, before
consummation of the proposal, sales agreements for the proposed divestitures with a
purchaser determined by the Board to be competitively suitable, and to complete the
divestitures within 180 days of consummation of the proposal. Fleet also has
committed that, if it is unsuccessful in completing any divestiture within 180 days of
consummation, it will transfer the unsold branch(es) to an independent trustee that is
acceptable to the Board and will instruct the trustee to sell the branch(es) promptly
to one or more aternative purchasers acceptable to the Board. See BankAmerica
Corporation, 78 Federal Reserve Bulletin 338 (1992); United New Mexico Financial
Corporation, 77 Federal Reserve Bulletin 484 (1991). Fleet also has committed to
submit to the Board, before consummation of the proposal, an executed trust
agreement acceptable to the Board stating the terms of these divestitures.

30 Many commenters expressed concern about the divestiture process, particularly
with regard to the role that community banks should play in that process. Numerous
commenters believed that community banks should be allowed to purchase a portion
of the divested branches in order to increase their market presence and ensure local
control of lending and investment decisions. Other commenters believed that al the
divested assets should be transferred to a large banking organization that could
iImmediately serve as a viable competitor for the combined organization, especially
with regard to competition for lending to mid-sized businesses. As noted above, the
proposed divestitures involve the sale of a portion of branches in M assachusetts to
community banks and the sale of the vast majority of assets and branches to alarge
out-of-market competitor. The BHC Act charges the Board with reviewing and
acting on the competitive effects of the proposal submitted by the applicant, without
regard to whether alternative proposals might also meet the competitive standards in
the Act.
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consistent with Board precedents and the DOJ Guidelines in all twelve markets in

which Feet has proposed divestitures. Moreover, alarge number of competitors
would remain in each of these markets, and the markets, many of which are in large

metropolitan areas, are generally attractive for entry.

C. Views of Other Agencies and Conclusion

The Department of Justice has conducted a detailed review of the
proposal and advised the Board that, in light of the proposed divestitures,
consummation of the proposal likely would not have a significantly adverse effect
on competition in any relevant banking market. The Office of the Comptroller of
the Currency (“* OCC") and the Federal Deposit Insurance Corporation (“ FDIC”)
have been afforded an opportunity to comment and have not objected to
consummation of the proposal.

As discussed in this order, the Board has considered the competitive
effects of the proposal in each banking market in light of a number of factors that
measure or influence the likely competitive effects of the proposed transaction.
These factors include the relative market share that would be controlled by the
combined organization in each relevant banking market; the level of market
concentration and change in concentration that would result from the transaction; the
number, size, and relative resources of competitors remaining in each market; and
the structure, characteristics, and attractiveness of each market. The Board also has
carefully weighed the divestitures proposed by Fleet to address the potential

competitive effects in various markets.

After carefully reviewing all the facts of record, including
public conments on the conpetitive effects of the proposal, and
for the reasons discussed in this order and its appendices, the
Board concl udes that consummati on of the proposal would not be
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likely to result in a significantly adverse effect on conpetition

or on the concentration of banking resources in any of the 18
markets in which Fl eet and BankBoston both conpete, or in any
ot her rel evant banking market.31 Accordingly, based on all the
facts of record and subject to conpletion of the proposed

di vestitures, the Board has determ ned that conpetitive factors
are consistent with approval of the proposal.

Financial, Managerial, and Other Supervisory Factors

The Board has carefully considered the financial and managerial resources
and future prospects of Fleet, BankBoston, and their respective subsidiary banksin
light of all the facts of record. In considering the financial and managerial factors,
the Board has reviewed relevant reports of examination and other information
prepared by the Reserve Bank and other federal financial supervisory agencies. The
Board also has reviewed information on the programs that Fleet and BankBoston
have implemented to prepare their systems for the Y ear 2000, including confidential
examination and supervisory information assessing the efforts of the two banking
organizations to ensure Y ear 2000 readiness, both before and after consummeation of

the proposed transaction.

In evaluating financial factors in expansion proposals by
bank hol di ng conpani es, the Board consistently has consi dered

31 One commenter expressed concern about the method by which the Board
determines appropriate levels of divestitures and the Board' s use of mitigating
factors. The commenter presented an alternative approach to assess the competitive
effects of the merger proposal, which the commenter has presented to the Board in
other merger proposals. For the reasons previously stated by the Board, the Board
concludes that its current approach provides a more complete economic analysis of
the competitive effects of a proposal in alocal banking market than the approach
suggested by the commenter. See NationsBank Corporation, 84 Federal Reserve
Bulletin 129 (1998); see also Norwest Corporation, 84 Federal Reserve Bulletin
1088 (1998).




17
capital adequacy to be an especially inportant factor.32 The

Board notes that Fleet and BankBoston and their subsidiary banks
are well capitalized and would remain so on consunmation of the
proposal. Both institutions have reported strong earnings. The
Board has considered that the proposed nerger is structured as a
stock-for-stock transaction and woul d not increase the debt
service requirenments of the conbi ned conpany.

The Board al so has consi dered the manageri al resources of
the entities involved and the proposed conbi ned organi zati on.
Fl eet, BankBoston, and their subsidiary depository institutions
currently are well managed, and the conbi ned organi zati on woul d
have appropriate risk managenent processes in place. Senior
managenent of the conbi ned organi zation would draw fromthe
seni or executives of Fleet and BankBoston, based on the
i ndi vi dual managenent strengths of each conpany. Senior
executives of the two conpanies also have fornmed a transition
teamto plan and nanage the integration of the bank hol ding
conpanies and their subsidiaries. Fleet and BankBoston have past
experience with nerger transactions and have indicated that they
are devoting significant resources to address all aspects of the
mer ger process. 33

In addition, the Board has consi dered other aspects of the
financial condition and managerial resources of the two
organi zations, including the Board' s extensive supervisory
experience wth Fleet and BankBoston; recent revisions by
BankBoston of its managenent of operating risks; plans for
integration of the two conpanies; plans for achieving Year 2000
readi ness; and records of conpliance with rel evant banking | aws.

32 See, e.q., Banc One Corporation, 84 Federal Reserve Bulletin 961 (1998); see
also, Norwest Corporation, 84 Federal Reserve Bulletin 1088 (1998).

33 One commenter questioned whether Fleet has exercised due diligence in
reviewing the operations of BankBoston. Based on all the facts of record, the Board
considers the managerial resources of Fleet to be appropriate for Fleet to evaluate
the proposed acquisition.
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Based on all the facts of record, including a careful review of

the coments received, the Board concl udes that considerations
relating to the financial and managerial resources and future
prospects of Fleet, BankBoston, and their respective subsidiaries
are consistent with approval of the proposal, as are the other
supervisory factors that the Board nust consider under section 3
of the BHC Act.

Convenience and Needs Considerations

In acting on the proposal, the Board al so nust consider the
conveni ence and needs of the communities to be served and take
into account the records of the relevant depository institutions
under the CRA. The CRA requires the federal financial
supervi sory agencies to encourage financial institutions to help
nmeet the credit needs of |local communities in which they operate,
consistent with their safe and sound operation, and requires the
appropriate federal supervisory authority, in evaluating bank
expansi on proposals, to take into account an institution’s record
of neeting the credit needs of the entire community, including
| ow- and noderate-incone (“LM”) nei ghborhoods. The Board has
carefully considered the conveni ence and needs factor and the CRA
performance records of the subsidiary depository institutions of
Fl eet and BankBoston in light of all the facts of record,

i ncl udi ng public coments on the proposal.

A. Summary of Public Comments Regarding the Convenience

and Needs Factor

As noted above, the Board provided an extended public
coment period and convened a public neeting in Boston to aid in
the collection of information on the aspects of the proposed
merger that the Board is required to consider under the BHC Act
and other relevant statutes. Approximately 344 interested
persons submtted witten comments or testified at the public
nmeeti ng about various aspects of the proposal and, in particular,
the effect of the proposal on the conveni ence and needs of the
af fected comunities and the CRA performance records of the
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depository institutions invol ved.

Approxi mately 97 commenters either expressed support for the
proposal or comrented favorably on the CRA-related activities of
Fl eet and BankBoston. 34 WMany commenters comrended Fl eet and
BankBost on for providing affordabl e hone nortgages and hone
i nprovenent |oans; offering financial and technical support to
smal | busi nesses, including small busi nesses and m cro-
enterprises owmed by wonen and mnorities; sponsoring and
supporting a variety of comunity devel opnent activities and
af fordabl e housing initiatives; and participating in a nunber of
prograns designed to assist and benefit LM comunities and
i ndividuals. The comrenters praised officers and enpl oyees of
Fl eet and BankBoston for the service and expertise that the staff
menbers of the two banking organizations provide to civic and
communi ty groups as board nenbers and vol unteers. 35 Commenters

34 These commentersincluded: (1) three members of the Rhode Island delegation
to the U.S. Congress; (2) various community groups, including Dorchester Bay
Economic Development Corporation, Dorchester, Massachusetts; Pine Street Inn,
Boston, M assachusetts; New Y ork Housing Partnership Development Corporation,
New York, New Y ork; Tompkins County Economic Opportunity Corporation,
Ithaca, New Y ork; National Association for the Advancement of Colored People,
Portland, Maine, chapter; Urban League of Rhode Island, Providence, Rhode
Island; and Manchester Neighborhood Housing Services, Manchester, New
Hampshire; (3) various groups supporting the development and growth of small
businesses, including The Center for Women in Enterprise, Boston, M assachusetts;
Mercer County Business Association, Mercer County, New Jersey; Association of
Hispanic Entrepreneurs of New Britain, New Britain, Connecticut; New Hampshire
Business Development Corporation, Manchester, New Hampshire; and New Y ork
State Small Business Development Center, Farmingdale, New Y ork; and

(4) representatives of other community, civic, and nonprofit organizations based in
Connecticut, Maine, Massachusetts, New Hampshire, New Jersey, New Y ork, and
Rhode Island.

35 Some commenters supported the proposal because it would result in alarge
banking organization headquartered in New England, which would provide local
jobs and help maintain local control over banking and investment decisions relevant
to the region.
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al so rel ated favorabl e experiences with specific prograns and

services offered by Fleet and BankBoston. Several owners of
smal | busi nesses stated that Fleet had offered credit and
techni cal assistance to them when other financial institutions
were unwilling to do so.

Approxi mately 247 commenters opposed the proposal or
requested that the Board approve the nerger subject to conditions
suggested by the commenter.36 These comenters either expressed
speci fic concerns about the CRA performance records of Fleet and
BankBost on, expressed general concerns regarding the effects of
| arge nmerger proposals on the conveni ence and needs of the
comunities to be served, or expressed dissatisfaction with
specific transactions involving the conmenter and one of the
banks i nvolved in the proposal. 37

36 These commentersincluded: (1) twelve members of the Massachusetts
delegation to the U.S. Congress; (2) a number of state and local government
officials, including the governors of Massachusetts and New Hampshire; the state
treasurer of Connecticut; the attorneys general of Connecticut and M assachusetts;
the mayors of Boston and Springfield, Massachusetts; Connecticut and
M assachusetts state legislators, and members of the Boston City Council and the
New Y ork City Council; (3) various community groups, including the national office
of the Association of Community Organization for Reform Now (“ ACORN") and
regional offices of ACORN in Dorchester, Mattapan, and Roslindale,
Massachusetts; New Y ork, New Y ork; and Bridgeport, Connecticut; Massachusetts
Affordable Housing Alliance, Dorchester, M assachusetts; various commenters
affiliated with the Massachusetts Association of Community Development
Corporations, Boston, Massachusetts; Rhode |sland Community Reinvestment
Association, Providence, Rhode Island; Inner City Press’Community on the Move,
Bronx, New Y ork; Delaware Community Reinvestment Action Council, Inc.,
Wilmington, Delaware; and representatives of other community and nonprofit
organizations based in Connecticut, Florida, M assachusetts, New Hampshire, New
Jersey, New Y ork, Rhode Island, and Texas; and (4) a number of individual
customers, unions, and others.

37 Some commenters claimed, for example, that large, multistate banking
organizations engage in less community oriented lending, relative to their size and
total lending activities, than small banks. Commenters also feared that the
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A nunber of the commenters opposed to the nerger proposal

contended that Fleet has an inadequate record of perfornance
under the CRA, particularly in serving the banking and credit
needs of LM and mnority individuals and of census tracts with
predom nantly LM and mnority popul ations.38 Comenters al so
criticized the lending record of Fleet, as reflected by data
reported under the Honme Mortgage Disclosure Act (12 U S.C. § 2801
et seq.) (“HVDA’). Several commenters alleged that Fleet denied
| oan applications frommnorities at a higher rate than it denied
applications fromwhite borrowers, and that outreach efforts by
Fleet in LM and mnority comunities did not account for this
di sparity.

Various commenters alleged that Fleet’s |ending,
particularly its home nortgage lending to LM and mnority
i ndividuals, had declined in the past after Fleet acquired other
banki ng organi zati ons. Many of these commenters clained that
HVDA data indicated that Fleet’s post-nerger |ending was
significantly | ess than the pre-nerger conbined | ending of Fleet
and the institutions it acquired. These comenters feared that a
simlar decline in I ending woul d occur after Fleet’s proposed
acqui sition of BankBoston. Sonme commenters were further
concerned, in view of the |large share of housing-related | ending
in New England controlled by Fleet and BankBoston, that a
decrease in |l ending by the conbined organi zati on woul d have a
di sproportionately harnful effect on the availability of |loans to
LM and mnority individuals and small businesses.

Many comrenters al so believed that BankBoston had a better
record than Fl eet of neeting the conveni ence and needs of the
communi ty, and expressed concern about the | oss of the BankBoston

combined organization would charge higher fees for and reduce the availability of
certain banking services.

38 Several commenters also expressed concern about Fleet's record of serving
rural communities, and one commenter alleged that Fleet redlined rural areas of
New Hampshire.



22
organi zation and its expertise and products in CRA-rel ated

| endi ng and investnents. Several individual comenters were
simlarly concerned that Fleet would be | ess accommpdati ng than
BankBoston in providing custoner service.

Numer ous comment ers expressed concern about the conbi ned
organi zation’s CRA plans for the future.39 Comenters al so
criticized Fleet’s decision not to enter into community
rei nvestment agreenents with specific community organi zations and
| ocal governnent agencies.40 These commenters asked the Board to
require Fl eet and BankBoston to provide specific details on how
t he conbi ned organi zati on would inplenent its CRA pledge to
establish a nechanismto enforce the CRA pl edge that included
community representation, and to enter into detailed, verifiable,
and enforceable witten agreenments wth [ ocal community groups.

Some commenters al so expressed concerns about the inpact of
t he proposed branch divestitures on the communities served by
Fl eet and BankBoston. Many of these commenters feared that the
sal e of these branches to a | arge out-of-state banking
organi zation would result in the loss of |ocal control over
| endi ng deci sions, reduced sensitivity by bank managenent to
community needs, decreased |evels of service, and hi gher banking
and credit-related fees.41 Several commenters stated that

39 Commenters criticized Fleet’ s pledge to provide $14.6 billion toward
community lending and development over the next five years as being inadequate
compared to the historical level of combined community development and lending
activities by Fleet and BankBoston and the asset size of the combined organization.
Many commenters also asserted that Fleet’ s pledge lacked necessary detail and was
not equitably distributed to communities outside M assachusetts.

40 Several commenters asserted that Fleet’ s lending and community devel opment
efforts in the past were inadequate except when Feet worked with a community-
based partner or was subject to an enforceable community reinvestment agreement.

41 Many of these commenters urged the Board to require Fleet to divest branches
to community banks, and some commenters particularly recommended that a
minority-owned banking organization be allowed to purchase divested branches.
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certain branches that Fleet proposed to divest were critical in

provi di ng banking services to underserved LM and mnority
communities or were subject to agreenents to maintain services,
and t hey sought assurances that the purchaser of these branches
woul d not close themor reduce their services.42 O her
comenters feared job | osses at the divested branches after their
sal e.

B. CRA Performance Exam nations

The Board has I ong held that consideration of the
conveni ence and needs factor includes a review of the records of
the rel evant depository institutions under the CRA. As provided
in the CRA, the Board has eval uated the conveni ence and needs
factor in light of exam nations of the CRA performance records of
the relevant institutions by the appropriate federal financial
supervi sory agency. 43

All of Fleet’' s subsidiary banks received “ satisfactory” ratings at the most

recent examinations of their CRA performance.44 In particular, Fleet National

42 Several commenters asserted that a seasonal branch of BankBoston located in
Woods Hole, Massachusetts, did not provide adequate service, and requested that
the Board require Fleet to divest the branch to a community bank or close the
branch and allow another bank to operate full-time on the premises.

43 The Interagency Questions and Answers Regarding Community Reinvestment
provide that an institution's most recent CRA performance evaluation is an
important consideration in the applications process because it represents a detailed
on-site evaluation of the institution's overall record of performance under the CRA
by the appropriate federal financial supervisor. 64 Federal Register 23,618 and
23,641 (1999).

44 Heet Bank, N.A., Jersey City, New Jersey (“ Fleet-NJ'), was examined by the
OCC for CRA performance, as of February 1998; Fleet Bank of New Hampshire,
Manchester, New Hampshire (“ Fleet-NH"), was examined by the Reserve Bank, as
of April 1998; Fleet Bank of Maine, Portland, Maine, was examined by the Reserve
Bank, as of April 1998; and Fleet Bank, F.S.B., Boca Raton, Florida, was examined
by the Office of Thrift Supervision, as of April 1998. The OCC has not yet
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Bank, Providence, Rhode Island (“ Fleet Bank™), which represents approximately 73

percent of the assets controlled by Fleet, received a*“ satisfactory” rating from the
OCC, as of February 1998. BankBoston's lead subsidiary bank, BankBoston, N.A.,
Boston, M assachusetts, which represents approximately 90 percent of the assets
controlled by BankBoston, received an “outstanding” rating from the OCC at its
most recent examination, as of December 1996.45 BankBoston's other subsidiary
bank, Bank of Boston-Florida, N.A., Boca Raton, Florida, received a “ satisfactory”

rating for CRA performance from the OCC, as of December 1996.46
C. CRA Policies and Prograns

Fl eet has indicated that achieving outstandi ng CRA ratings
for all of its subsidiary banks woul d be a corporate goal for the
conbi ned organi zati on. To reach this goal, Fleet has indicated
that the conbi ned organi zati on would maintain the respective
strengt hs and adopt the best CRA policies, products, and

examined Fleet Bank-Rhode Island, N.A., Providence, Rhode Island, a credit card
bank established by Fleet in November 1997.

45 At the time of this examination, the bank was named The First National Bank of
Boston (“ FNB Boston”). BankBoston changed the name of the bank and merged
several banks into FNB Boston after this examination. Each bank that was merged
into FNB Boston also had received an “ outstanding” rating for CRA performance at
its last examination before the merger. The names of the banks and the dates of
their last examinations are: Bank of Boston Connecticut, Hartford, Connecticut

(“ BankBoston-CT"), examined by the FDIC, as of June 1994; Rhode Island
Hospital Trust National Bank, Providence, Rhode Island (“ Hospital Trust”),
examined by the OCC, as of December 1996; BayBank, N.A., Boston,

M assachusetts, examined by the OCC, as of March 1996; and BayBank NH,
National Association, Nashua, New Hampshire, examined by the OCC, as of May
1994. The most recent CRA performance examinations for FNB Boston,
BankBoston-CT, and Hospital Trust are discussed separately in this order. See also
Bank of Boston Corporation, 82 Federal Reserve Bulletin 856, 859 (1996).

46 BankBoston Maine, N.A., Portland, Maine, provides only cash management
services to customers of BankBoston, N.A., and is not subject to the CRA.
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practices, of Fleet and BankBoston and honor and reaffirmtheir

respective commtnents in CRA-related activities. For exanple,
Fl eet Boston proposes to adopt the conmunity devel opnment policies
and prograns of BankBoston, including in particular the First
Communi ty Bank nodel for community banki ng and t he BankBost on
Devel opnent Conpany nodel for community devel opnent | endi ng and
investnments. The Board expects that Fleet Boston would inpl enent
policies and prograns that help to address the credit and banking
needs of |ocal comunities, including LM neighborhoods.

D. Fleet’s CRA Performance Record

Fl eet Bank Overview. Fleet Bank operates in Massachusetts,

Connecticut, portions of upstate New York, and Rhode Isl and. 47
During 1996 and 1997, the bank nmade 53, 305 HVDA-reported | oans,
totaling $4.4 billion, and 27,827 loans to small businesses in
amounts less than $1 million (“small business |oans”), totaling
$4.2 billion, in its assessnent area. Exam ners considered Fl eet
Bank’ s | endi ng performance to be particularly strong in making
home purchase loans. In every state and in nost netropolitan
statistical areas (“MSAs”) in its assessnent area, the percentage
of the bank’s |oans made in LM census tracts was greater than

t he percentage of owner-occupi ed housing |ocated in these census
tracts and the percentage of honme purchase | oans nmade in these
census tracts by lenders in the aggregate. The bank enpl oyed
several prograns to provide affordabl e hone nortgage | oans,
including (1) Fleet's proprietary Affordabl e Housing program

47 At the time of its most recent CRA performance examination, the bank owned
several subsidiaries, of which the most significant for purposes of considering its
CRA performance was Fleet Mortgage Group, Inc., Columbia, South Carolina

(“ Fleet Mortgage”). In addition, Fleet owned Fleet Community Devel opment
Corporation, Providence, Rhode Island (“ Fleet CDC"), which engaged in
community development lending and investments. Home mortgage loans by Fleet
Mortgage and loans and investments by Fleet CDC and Fleet Bank’ s affiliated
banks that were made in Fleet Bank’ s assessment area were included by Fleet Bank
for CRA purposes, and thus were included by the OCC in its examination of Fleet
Bank’s CRA performance.



26
whi ch featured reduced downpaynent requirenents, flexible

underwiting standards, and no nortgage insurance requirenent for
borrowers unable to neet traditional secondary market credit
standards; (2) local partnership prograns offered in cooperation
wi th organi zati ons such as ACORN, Nei ghborhood Assi stance
Corporation of Anerica (“NACA’), and Hartford Areas Rally
Toget her (“HART”), which were simlar to Fleet’'s proprietary
prograns but offered nore flexible underwiting standards and
extensi ve financial and honebuyer counseling; 48 (3) federal
gover nient - supported secondary mar ket progranms, such as Federa
Housi ng Adm nistration (“FHA") and Veterans Adm nistration (“VA”")
| oans and the Federal National Mrtgage Association (“Fannie
Mae”) Community Hone Buyers program which featured reduced
downpaynent requirenents, flexible underwiting standards, and
fl exible financing of closing costs; and (4) state and | ocal
gover nnent - supported prograns, such as the Junpstart programin
Massachusetts, New York, and Rhode |sland, which conbined a first
nortgage | oan froma state housing finance authority with an
unsecured loan fromFl eet Bank at the sane rate to cover
downpaynent or closing costs.49 Consuner |ending by Fleet Bank
al so was distributed in a manner that generally corresponded to
the distribution of the popul ation, including LM borrowers, in
t he bank’s service area.

For small business | ending, examners reported that Fleet
Bank was particularly active in Massachusetts and Connecti cut,

48 Several commenters affiliated with ACORN and NACA stated that their
partnerships with Fleet and BankBoston had allowed underserved LMI and minority
individuals to obtain mortgage loans, which in turn had promoted economic growth
and stability in poorer neighborhoods. However, these individuals criticized Fleet’s
decision not to renew the ACORN and NACA partnerships, and opposed the
proposal on this basis.

49 Under the Jumpstart program, Fleet Bank made 2,173 loans in 1998, totaling
$254.1 million, 1,950 loans in 1997, totaling $202.7 million and 3,338 loansin
1996, totaling $325.9 million.
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where the percentage of the bank’s small business |oans in LM

census tracts was generally 3 percent to 4 percent higher than

t he conparabl e percentage for |lenders in the aggregate. Through
the Fleet I NCITY Busi ness and Entrepreneurial Services G oup,
established to support businesses in LM areas, Fleet Bank

of fered small business | oans featuring reduced docunentati on,

fl exi ble underwiting, and no m nimum | oan anmount. Fleet CDC

al so supported small businesses through | owinterest |oans,

| onger-term |l oans, and equity investnents in financial

i nternedi ari es and nonprofit organi zations that focused their
efforts on small businesses |ocated in LM areas. For exanple,
in 1998, Fleet CDC nmade a $1 million investnment in the Boston
Community Venture Fund for equity investnents in small businesses
in LM areas. Fleet Bank also was an active | ender through Snall
Busi ness Adm nistration (“SBA’) prograns. Fleet was the | argest
SBA | ender in New Engl and overall in 1997 and the second | argest
in 1998. In 1999, Fleet reported that it began to offer a new
SBA express approval |oan program and the bank made nore SBA
loans in the first six nmonths of 1999 than it nade in all of
1998.

Exam ners al so judged Fl eet Bank’s performance in making
community devel opnent investnents to be particularly strong. 1In
1996 and 1997, the bank nade $253 million of qualified
i nvestments and grants and commtted to nmake an additional $269
mllion. The bank’s two |argest forns of investnment consisted of
t he purchase of $220 million of bond anticipation notes to assi st
state and | ocal governnments in funding efforts to revitalize and
stabilize econom cally depressed areas and the purchase of
$60 mllion of lowincome housing tax credits. In addition, in
1997, Fleet Bank entered into an agreenent w th Nei ghborhood
Housi ng Services of America (“NHSA’) to purchase up to $10
mllion of affordable first and second nortgages and hone
i nprovenent | oans originated and underwitten by NHSA s | ocal
affiliates in Fleet’s assessnent area. Fleet Bank nmade an
initial purchase under this programof $750,000 in 1998. The
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bank al so committed to nake grants of $1.4 million of working

capital over three years to NHSA s affiliated Nei ghborWrks
Organi zations to support nei ghborhood revitalization and

af f ordabl e housi ng devel opnent. In addition, in 1997 Fl eet Bank
made a grant of $200, 000 payabl e over three years to Local
Initiatives Support Corporation to support the participation of
seven rural New Engl and community devel opnent corporations in
Mai ne, Massachusetts, New Hanpshire, and upstate New York in its
pr ogr ans.

According to exam ners, Fleet Bank’s branch network and ATMs
and its alternative delivery systens provided consistent service
and reached consuners in all geographic areas, and the products
and services that the bank offered were designed to serve al
consuners, including LM individuals. For exanple, the bank’s
Basi ¢ Checking program all owed up to eight transactions per nonth
for a mniml opening deposit and small nonthly fee.

Approxi mately 600 conpani es participated in the bank’s Wr kPl ace
Banki ng program which provided basic banking services at reduced
cost to approximately 53,000 househol ds, including LM
househol ds. 50 Fl eet Bank al so offered nmultilingual services
through its branches, ATMs, and tel ephone banki ng system which
enhanced access to services for certain mnority communities, and

50 Several commenters expressed concern that Fleet would increase fees for
banking products and services or eliminate or alter banking products and services
after consummation of the proposal. Fleet and BankBoston offer a full range of
affordable banking products and services, and Fleet has indicated that it would offer
products and services to its customers selected from the current offerings of both
organizations. In addition, Fleet and BankBoston participate in the “ Basic Banking
for Massachusetts’ program that offers low-cost checking and savings accounts to
low-income customers, and Fleet has announced its goal to open 42,000 new
accounts under this program over the next five years. Moreover, athough the Board
has recognized that banks help to serve the banking needs of communities by
making basic services available at nominal or no charge, the CRA does not require
an institution to provide any specific types of products or services or limit the fees it
charges for them.
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offered semnars for first-tinme LM honebuyers and snall|l busi ness

owner s.

Massachusetts. Exam ners commended Fl eet Bank for its HVDA-
reported lending in LM areas. During the exam nation period,
t he bank nmade 41 percent of its hone purchase |oans to
LM borrowers, which exceeded the percentage of LM households in
t he general popul ation. The bank’s market share anong LM
borrowers and in LM areas significantly exceeded its overal
mar ket share. Fleet Bank’s housing-related |oans to LM
i ndi vi dual s fluctuated, however, decreasing 25.3 percent from
1996 to 1997, while its overall housing-rel ated | oans decreased
13.7 percent, and increasing 21.7 percent from 1997 to 1998 while
its overall lending increased 48.7 percent.51

Exam ners al so found that Fleet Bank's distribution of smal
busi ness | oans conpared favorably with that of lenders. 1n 1996
and 1997, the bank made 10, 414 small business | oans, totaling
$1.6 billion, including 6,827 |oans, or 66 percent of the total,
with principal amounts of |ess than $100,000. The bank al so nade
5,049 loans, totaling $345 nillion, to businesses wth annual
gross revenues of less than $1 million (“loans to snal
busi ness”), including 4,403 | oans, or 64 percent of the total, to
busi nesses with annual gross revenues of |ess than $100,000. The
percentage of loans to snmall business that the bank nmade in LM
areas corresponded closely to the percentage of snmall businesses
| ocated in these areas and exceeded the percentage of |loans to
these smal |l businesses by lenders in the aggregate. |In addition,
Fl eet Bank nmade 48 percent of its consuner |oans to LM
househol ds, while LM househol ds constituted 38 percent of al
househol ds in the state.

I n Massachusetts, Fleet Bank nmade 19 community devel opnent
| oans during 1996 and 1997, totaling $157 million, including
11 loans, totaling $144.2 mllion, to support the devel opnent of

51 For lendersin the aggregate, lending to LMI individuals increased from 1996 to
1997 and exceeded Fleet’ s increase from 1997 to 1998.
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af f ordabl e housi ng; 52 seven |l oans, totaling $11.6 mllion, to

organi zati ons that pronote econom c devel opnent by financing
smal | busi nesses; and one loan for $1.2 mllion to help provide
medi cal and social services to LM individuals. Examners also
commended Fl eet Bank for its qualified community devel opnent
investnment in the state. During 1996 and 1997, the bank invested
$220.9 mllion and provided grants of $3.2 million, and comitted
to invest an additional $236.5 mllion and provide grants of an
additional $3.5 mllion. |In 1998, the bank nade 24 comunity
devel opnent | oans, totaling $97 mllion, and several investnents,
including an investment of $41 million in the Massachusetts
Housi ng Equity Fund, an equity investnent pool managed by MHIC to
invest in community devel opnent projects. Fleet also commtted a
total of $50 million in loans, grants, technical assistance, and
services over 10 years to support the Gty of Boston Enpowernent
Zone designated by the Departnent of Housing and Urban

Devel opnent (“HUD").

Exam ners considered the distribution of Fleet Bank’s
branches anong LM census tracts to be good. The bank’s
products, services, and business hours were consistent at al
| ocations, and the array of products and services hel ped to neet
t he needs of consuners and busi nesses across all geographic areas
and i ncone |evels.53

52 1n 1998, Fleet Bank renewed its $20.5 million participation in a $52 million
loan pool managed by the Massachusetts Housing Investment Corporation

(“ MHIC”) to support the purchase, rehabilitation, and new construction of rental,
cooperative, and single-room-occupancy affordable housing.

53 Two commenters alleged that Fleet made home purchase and home
improvement loans to minority and LM borrowers in the Boston area in excess of
the fair market value of the property, which resulted in excessive debt service and
an increased risk of loan default and foreclosure. Fleet has replied that it has taken
extensive measures to verify the fair market value of mortgaged property, including
Imposing strict qualification standards on independent appraisers and requiring loan
underwriters to review all appraisals submitted. Fleet Bank also requires additional
loan reviews and property inspections to verify the fair market value for al multi-
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Connecti cut. Exam ners found the distribution of Fleet

Bank’ s housi ng-rel ated, consuner, and small business |lending in
Connecticut to reflect a reasonable penetration of all areas of
the state. Lowincone and noderate-incone borrowers received
8 percent and 17 percent, respectively, of the bank’s HVDA-
related | oans, which closely matched |l ending to LM borrowers by
| enders in the aggregate. For hone purchase | ending, the bank’s
mar ket share of loans to | owincome borrowers and in | owincone
census tracts was twice the bank’s overall share of home purchase
| oans, and its market share in noderate-incone census tracts was
1.6 tines its overall market share. Twenty-nine percent of Fleet
Bank’ s hone nortgage | oans were nmade to noderate-incone borrowers
in 1996, and 23 percent in 1997, whil e noderate-inconme househol ds
constituted only 19 percent of total households in Connecticut.
In 1998, the bank’s housing-related |loans to

LM borrowers increased 13 percent. Fleet also increased its
af fordabl e nortgage |l ending in Connecticut in 1998. Affordable
nort gage | oans increased from458 in 1997, totaling
$42.6 mllion, to 534 in 1998, totaling $52.6 mllion. Fleet
conmitted an additional $3 mllion in 1998, for a total
commitment of $14 million, to the HART first-time honebuyers
program which offers bel ow-nmarket interest rate loans to | ow
i ncome honebuyers. The bank al so made 52 percent of its consuner
loans in the state to LM borrowers.

Exam ners reported that Fleet Bank nade 5, 752 smal
busi ness | oans in Connecticut during 1996 and 1997, totaling
$863 mllion, including 3,973 |l oans, or 71 percent of the total,

family properties that are sold within two years of a prior sale for 20 percent more
than the prior sale and for all multi-family properties regardless of price in certain
Boston area neighborhoods. Other commenters requested the Board to consider
predatory lending practices allegedly engaged in by Fleet’ s subprime lending
subsidiaries in the past. The Board has considered these allegations in light of the
entire record of this case and the findings on these matters made by the Board in
previous cases. See Fleet Financial Group, Inc., 82 Federal Reserve Bulletin 50
(1996).
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with principal amounts of |ess than $100,000. The bank’s | oans

to small business constituted 55 percent of all its comrerci al

| oans, conpared with 43 percent for |lenders in the aggregate.
The bank al so nade a hi gher percentage of its snmall business
loans in LM census tracts than did I enders in the aggregate.54
In 1998, the bank made 2,059 small business |oans, totaling
$186.2 million, including 414 |loans totaling $36.3 mllion in LM
census tracts, which corresponded closely to the percentage of
smal | busi ness | oans made by |l enders in the aggregate in LM
census tracts.

The bank made eight community development loans in the state, including six
loans, totaling $11 million, to support the development of affordable housing, and
two loans, totaling $5.5 million, to help provide medical and social servicesto LMI
individuals. Examiners commended Fleet Bank for the level of its investment in the
state to support community development. The bank invested $5.5 million and
committed to invest an additional $6.4 million, and made grants of $979,000 and
committed to make grants of an additional $979,000. In 1998, Fleet Bank
purchased $25 million of mortgage-backed, taxable revenue bonds issued by the

Connecticut Housing Finance Authority to fund its affordable mortgage loans.55

Exam ners found that the distribution of Fleet Bank’s
branches in LM census tracts conpared favorably with the
percentage of LM census tracts in the state and exceeded the
percentage of the statew de population that resided in these
ar eas.

54 Feet states that during 1997 and 1998 Feet Bank was the most active lender in
the Connecticut Development Authority’ s Urbank program to provide small loans
and technical assistance to small- and mid-sized businesses in urban areas.

55 Some commenters expressed concern that Fleet Bank did not offer a sweep
feature on lawyers' trust accounts to permit the interest earned on these accounts to
be collected to fund legal service organizations. Fleet stated that it will make this
feature available in Connecticut in the future.
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Upstate New York.56 Exam ners considered Fleet Bank’s

volume of lending in upstate New York to be consistent with its
si ze and scope of operations. During the exam nation period, it
originated 17,117 HVDA-reported | oans, totaling $953 nmillion.
Exam ners reported, however, that between 1996 and 1997 the
bank’s HVDA-reported | endi ng decreased by 39 percent, which was
attributable in part to managenent and operational changes at
Fl eet Mortgage and the resulting turnover anmong | oan
origi nators. 57

The geographic distribution of Iending by Fleet Bank was
consi dered reasonabl e by exam ners. However, in several parts of
upstate New York, the bank’s market share of HVDA-reported | oans
to LM borrowers was |less than its market share of HVDA-reported
| oans to all borrowers.58 Examners also reported that the
percent age of consuner |oans that the bank nade in LM census
tracts was | ower than the percentage of the popul ation residing
in these areas.

56 This assessment area includes the Albany, Buffalo, Duchess County, Elmira,
Glens Falls, Jamestown, Newburgh, Rochester, Syracuse, and Utica Metropolitan
Statistical Areas (“MSAS’) and the non-M SA areas of Allegany, Cattaraugus,
Clinton, Columbia, Cortland, Essex, Franklin, Fulton, Greene, Jefferson, Lewis,
Otsego, Seneca, Schuyler, Steuben, Sullivan, St. Lawrence, Tompkins, Ulster,
Wyoming, and Y ates Counties.

57 Based on HMDA data reported by Fleet, Fleet Bank’ s total loan originations
increased 56 percent from 1997 to 1998, and the percentage of the bank’s loan
originations to LMI borrowers and in LM areas increased slightly. However, the
percentage of the bank’ s housing-related loans to LMI borrowers and in LMI areas
in 1998 remained lower than the percentage for lenders in the aggregate.

58 Examiners attributed this disparity to the bank’s large volume of refinancing
among middle- and upper-income borrowers and the scarcity in some areas of
affordable housing and financial assistance programs. However, examiners also
noted disparities in originating home improvement loans. For example, in the
Buffalo MSA, Fleet Bank originated 10.8 percent of all home improvement loansin
the market in 1996, but it originated only 2.6 percent in low-income census tracts
and only 3.4 percent in moderate-income census tracts.
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During the exam nation period, the bank made 8,207 snal

busi ness |l oans, totaling $1.2 billion. The nunber of small

busi ness | oans decreased 15 percent from 1996 to 1997, but

i ncreased 23 percent from 1997 to 1998, and |oans to snal

busi ness increased 43 percent. Exam ners found that the
geographic distribution of these | oans generally corresponded to
the distribution of small businesses in upstate New York, and
that the bank made a hi gher percentage of its small business
loans in LM census tracts than the conparabl e percentage for

| enders in the aggregate.

Exam ners commended Fl eet Bank for its |evel of investnent
in upstate New York. The bank focused on identified credit needs
and took a | eadership role in many of the organi zations it
supported.59 During the exam nation period, Fleet Bank made
investnents of $9.4 mllion and grants of $1.1 mllion, and
conmmitted to nake additional investments of $9.5 million and
additional grants of $1.3 mllion. 60

Fl eet Bank | ocated 22 percent of its upstate New York

59 The bank committed $5.3 million to and is the largest investor in Capital
Affordable Housing Funding Corporation, a partnership in Albany of banks,
community organizations, and local government to help finance the construction of
affordable housing and the purchase of affordable housing by LM1 households.

60 The bank invested $200,000 during the examination period and invested an
additional $100,000 in 1998 in Ibero-American Investors Corporation, a specialized
small business investment company in Rochester that assists minority- and women-
owned businesses. Feet Bank also made a grant of $75,000 during the examination
period and made a construction loan of $300,000 in 1998 to Frederick Douglass
Community Development Corporation in Rochester to help fund the construction of
21 affordable single family homes and a senior citizen living center. 1n 1998, Fleet
Bank also served as lead bank for a $1.8 million line of credit to support the
redevelopment of a closed military base in Rome; made a $300,000 mortgage loan
to fund the construction of a round-the-clock day care center and child care training
center in Rochester; and made a $75,000 unsecured loan to Buffalo Neighborhood
Housing Services to help fund a $300,000 revolving fund for the purchase,
rehabilitation, and resale of affordable housing for low-income homebuyers.
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branches in LM census tracts, which approxi mated the percentage

of LM census tracts anong all census tracts in the area and
exceeded the percentage of the population residing in LM census
tracts.

Rhode Island. 61 Exam ners found that Fleet Bank’s housing-
related and consuner |ending was widely distributed and
denonstrated a high I evel of responsiveness to the credit needs
of the state. During 1996 and 1997, the bank originated or
purchased 5,818 HVDA-reported | oans, totaling $471 mllion, and
t he percentage of its hone nortgage lending in LM census tracts
was consistent with the percentage of owner-occupi ed housing
units in these areas. In 1996, the bank made 11 percent of al
home purchase | oans nade in noderate-inconme census tracts by
| enders in the aggregate, conpared with the bank’s market share
of 7 percent for all hone purchase |oans. The bank al so nmade
8.3 percent of its hone purchase | oans to | owinconme borrowers,
conpared with 3.9 percent for lenders in the aggregate, and
26.6 percent to noderate-inconme borrowers, conpared with 17.3
percent for lenders in the aggregate. 62

61 The number and dollar amount of loans made during the examination period
include a small number of loans in the Connecticut portion of the New London-
Warwick MSA. Percentage calculations are based solely on loans in the
Providence-Fall River MSA, which includes a small number of loans in the

M assachusetts portion of this M SA.

62 Some commenters asserted that Fleet’ s mortgage servicing and collection
practices in Rhode Island were inflexible and resulted in an unusually high default
rate among LM borrowers, as indicated by Fleet’ s loss mitigation record for FHA
loans monitored by HUD. Feet has noted that its loss mitigation record has
improved each year since 1996, and that in 1997 it established Fleet Collection and
Recovery Service (“ FCRS’) to manage its Affordable Housing program portfolio
loans. According to Fleet, FCRS collectors are trained to work with LMI borrowers
and are able to provide extensive financial counseling services and references to
community organizations for additional assistance. Fleet also has stated that its
record of transferring delinquent loans to third parties is consistent with lending
industry standards.
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More recent HVDA data indicate a significant increase in

housi ng-rel ated | ending by the bank. From 1997 to 1998, | oan

applications increased 66 percent. Affordable nortgage |oans

al so increased from 260 | oans originated in 1997, totaling

$23.3 mllion, to 310 loans in 1998, totaling $31.3 mllion. In
LM census tracts, however, HVDA-reported applications decreased.
Loans made in LM census tracts decreased from 8.8 percent of

t he bank’s housing-related loans in 1997 to 5.6 percent in 1998.

Exam ners considered Fleet Bank’s distribution of snal

busi ness | oans to be good. During 1996 and 1997, the bank made

2,980 small business |oans, totaling $429 mllion. Approximtely
60 percent of the bank’s commercial | oans were made to smal

busi nesses in 1996, conpared with 52 percent by lenders in the

aggregate. Fleet Bank al so generally made a hi gher percentage of
its small business |loans and | oans to snmall business to borrowers
in LM census tracts than I enders made in the aggregate. In
1998, the bank nade 6.8 percent of its |loans to small business in
LM census tracts, conpared with 3.7 percent by |enders in the

aggregate. The bank al so nade 37 SBA | oans, totaling

$11.8 mllion, in 1998.

Fleet Bank made three loans during the examination period, totaling
$600,000, to support the development of affordable housing for LMI households in
the Providence-Fall River MSA, and three loans, totaling $6.5 million, to
organizations that promoted economic development by providing financing to small
businesses. During the examination period, the bank also helped to establish the
first low-income community-based credit union in Rhode Island, and made a special
deposit of $200,000 for three years at a nominal interest rate to help fund its
operations. The bank donated three parcels of real estate, valued at $562,000, to
community development organizations and made additional grants to such groups of
$424,000 and qualified investments of $10 million. 1n 1998, the bank made a
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$500,000 investment in the Business Development Company of Rhode Island to

fund equity investments in start-up companies.

Overall, exam ners noted that the bank’s branches provi ded
reasonabl e access to banking services in all geographical areas
and to all inconme levels, including LM census tracts and LM
i ndividuals. The bank’s distribution of branches was found by
exam ners to differ slightly, however, fromthe distribution of
the popul ation, with 19 percent of all branches in LM census
tracts conpared with 26 percent of all census tracts designated
as LM areas and 22 percent of the population in the service area
residing in these census tracts. Fleet Bank’s branches in LM
census tracts had the sanme hours of operation as its branches in
ot her census tracts in Rhode Island.

Fl eet-NH. Exam ners found that Fleet-NH was responsive to
the credit needs of its assessnment area in New Hanpshire and had
a satisfactory record of lending in all geographical areas,
including LM areas, and serving all borrowers, including LM
borrowers. During the exam nation period, the bank nmade
2,139 HVDA-reported | oans, totaling $117.4 mllion, of which
23 percent were nmade to LM households. The percentage of HVDA-
reported | oans that the bank made to LM borrowers and in LM
census tracts approxi mated the percentage of LM borrowers in the
popul ati on statewi de and the percentage of LM census tracts in
the state and al so was consistent with the correspondi ng | endi ng
statistics for lenders in the aggregate.63 1In 1998, Fleet-NH
made 1, 892 HVDA-reported | oans, a 79 percent increase from 1997.

From 1997 to 1998, loans to LM individuals increased
24 percent, and loans in LM census tracts increased 60 percent.
Consuner | ending al so was reasonably distributed anong
borrowers and census tracts at all inconme levels. In 1997 and

63 Almost all the lending occurred in moderate-income census tracts because less
than 1 percent of the state’ s population and only 180 owner-occupied housing units
were in low-income census tracts.
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the first quarter of 1998, the percentage of consuner |oans made

by Fleet-NH to LM househol ds exceeded their percentage of the
popul ation in the service area.

Fl eet-NH used the Fleet INCITY program partnership
prograns, and gover nnent-sponsored prograns to provide affordable
home nortgage and consuner |oans. Under the Fleet INCTY
Af f ordabl e Housi ng program the bank made 60 | oans, totaling
$4.7 mllion, during the exam nation period. The bank al so
funded 30 bel ow-nmarket interest rate |loans to | owincone
borrowers, totaling $2.3 mllion, that were nade by Manchester
Nei ghbor hood Housi ng Services (“Manchester NHS’) and French Hil
Nei ghbor hood Housi ng Services (“French H Il NHS') as part of
Fleet’s $10 million commitnent to NHSA. |In 1998, the bank nade
130 total affordable nortgage |oans, totaling $12.5 mllion.

Fl eet - NH nade 1,029 snal | business | oans, totaling
$114.3 million, in the state during the exam nation period.

Exam ners found that the geographical distribution of these |oans
conpared favorably with the percentage of the state’s popul ation
that resided in LM census tracts. Exam ners favorably noted
that all of Fleet-NH s business |loans in the state were to smal
busi nesses, and that nore than 76 percent of the bank’ s business
| oans were in principal anbunts of |ess than $100, 000, which was
consistent with the examners’ profile of businesses in New
Hanmpshire. In 1998, Fleet-NH nade 919 snall busi ness | oans,
totaling $80.9 million. Although the nunber of small business

| oans declined from 1996 t hrough 1998, the percentage of these

| oans made in LM census tracts remai ned consistent with the
percentage of LM census tracts in the state and the percentage
of small business loans in LM census tracts by lenders in the
aggr egat e.

Exam ners al so judged Fleet-NH to be an active comrunity
devel opment | ender. During the exam nation period, the bank made
| oans or entered into loan commtments, totaling $12 mllion, to
support community devel opnent. Mst of these funds were
allocated to statew de affordabl e-housi ng | oan pool s and
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community partnerships. For exanple, the bank provided $6

mllion to a $30 million |l oan pool adm nistered by the New
Hanmpshi re Conmmunity Reinvestnment Coalition to help finance
mul tifam |y housing projects. At the tine of the exam nation,
t he bank had contributed $3 nmillion to the |oan pool, which
totaled $12 million, and had financed 11 affordabl e housing
projects that had devel oped 342 units of affordable housing. An
affiliate of Fleet-NH al so provided construction financing for
three of the projects. In addition, the bank extended a $500, 000
line of credit to Manchester NHS to purchase and rehabilitate
af fordabl e housing units and a $100,000 line of credit to French
H Il NHS for an affordabl e second nortgage program and offered
counseling to LM honebuyers in partnership wth these
or gani zat i ons.

Exam ners consi dered the bank’s qualified investnents and
grants to be responsive to the credit needs and econom c
devel opment needs of the community it served. During the
exam nation period, Fleet-NH commtted to make qualified
investments of $6 mllion. This included an investnent of
$2 mllion over two years in the New Hanpshire Housing Equity
Fund, a nonprofit corporation engaged in rehabilitating and
constructing affordable nmultifamly rental housing for |owincone
househol ds. Through this fund, Fleet-NH helped to finance four
projects to devel op 90 housing units.64 Fleet-NH al so invested
in the Mariners Village project in Portsnouth, which devel oped
66 affordabl e housing units, and the Merrimack Place project in
Manchester, which devel oped 16 affordabl e housing units. The
bank contributed $12 nmillion to a small business venture capital
fund that nmade 26 investnents during the exam nation period,
i ncl udi ng seven investnents in conpanies in New Hanpshire. In
1999, Fleet CDC invested $500,000 in an affiliate of the New
Hanpshi re Busi ness Devel opnent Corporation to be used to fund
conpanies that are too small to attract private venture capital

64 1n 1999, the bank invested an additional $3.1 million in the fund.
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f unds.

Fl eet-NH s branch network was determ ned by exam ners to be
accessi bl e throughout the bank’s assessnent area, including LM
census tracts. Over 20 percent of the bank’s branches were
| ocated in LM census tracts, and business hours, products, and
services were conparable for all its branches. The bank’s
alternative delivery systens, including ATMs, 24-hour consumner
and busi ness tel ephone banki ng, and honme banki ng t hrough personal
conputers, further increased access. Several branches al so
offered bilingual teller assistance and ATM services in several
| anguages.

Fl eet-NJ. 65 Exam ners found that Fleet-NJ |ent throughout
its assessnent area, including LM census tracts. During the
exam nation period, Fleet-NJ nmade 13 percent of the total nunber
of honme nortgage | oans nade by all lenders in LM census tracts
inits assessnent area, nore than twi ce the market share of any
ot her lender. The bank al so had a commendabl e record of |ending
to LM borrowers and, despite conpetition fromnuch | arger
financial institutions in the market, was anong the five | argest
|l enders to LM borrowers in the New York City CVMSA during 1996
and 1997. Exam ners also noted the bank’s success in making
consuner loans in LM census tracts and to LM borrowers.

Exam ners reported that Fleet-N) offered affordable hone
nort gage | oans under proprietary and governnent-supported | oans
programs. For exanple, the bank’s Hone Mrtgage Opportunity Loan
program featured bel owmarket interest rates, no points, a 5-
per cent downpaynent requirenent, and no required private nortgage

65 Fleet-NJ designated its assessment area as all of New Jersey, New Y ork City,
and Nassau, Suffolk, and Westchester Counties, all in New York. The New Y ork
portion of the service area and the 14 northernmost counties in New Jersey are part
of the New Y ork-New Jersey Consolidated MSA (“ New York City CMSA™) and
accounted for 91 percent of the population in the bank’ s assessment area, 94 percent
of the bank’s HM DA -reported and small business lending, and 92 percent of the
bank’ s consumer lending.
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i nsurance for applicants with up to 100 percent of the area's

median famly inconme. |In 1998, Fleet-N made 1, 235 | oans,
totaling $86 mllion, under this program 66 Another program
featured a 5-percent downpaynent requirenent, of which up to 2.5
percent could be provided by grants or gifts. 67

Exam ners considered Fleet-NJ to be very responsive inits
smal | business lending to the credit needs of the conmunities it
served, notw thstanding a decline in |ending vol une between 1996
and 1997. During this period, the bank nade 12,975 smal
busi ness | oans, totaling $2 billion. Three percent of the bank’s
smal | business |loans were in | owinconme census tracts, which
corresponded to the percentage of small businesses in these areas
and the percentage of small business |oans by | enders in the
aggregate. Lending by Fleet-NJ to small businesses al so was
consistent wwth lenders in the aggregate, with 43 percent of the
bank’s smal |l business | oans going to firns with annual gross
revenues of less than $1 mllion and in principal anobunts of |ess
t han $100, 000. 68 Through the Fleet INC TY program the bank
of fered small business | oans featuring reduced docunentati on,
flexible underwiting criteria, and no m ni num | oan anount. 69

Exam ners characterized Fleet-NJ as a very active community

66 Inlate 1998, Fleet-NJ modified this program to focus on low-income
borrowers. Between September 1998 and February 1999, the bank made 438 loans,
totaling more than $50 million, under the modified program.

67 1n 1998, Fleet expanded its Down Payment Assistance Grant program to
provide grants up to $4,000 to homebuyers who qualify for aVVA loan or aloanto
be purchased by Fannie Mae.

68 During 1998, in New Jersey, small business loans by Fleet-NJ increased

16 percent, and loans to small business increased 39 percent. The percentage of
these loans in low-income census tracts and moderate-income census tracts was
comparable to the percentage made by lenders in the aggregate.

69 In 1998 and early 1999, Fleet-NJ made $2 million of loansin New Y ork
Chinatown to small businesses that did not satisfy automated lending guidelines.
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devel opnent | ender, because during the exam nation period the

bank made 30 qualified comunity devel opnent | oans, totaling
$129 million, which resulted in the construction or
rehabilitation of 2,300 affordable housing units.70 Exam ners
al so commended Fleet-NJ for its community devel opnent
investments. During the exam nation period, the bank nmade $41
mllion of qualified investnents and grants and made conm tnents
to provide an additional $74 mllion of qualified investments.71
Exam ners found Fleet-NJ's branch network and alternative
delivery systens, including proprietary ATMs, tel ephone banking,
and Wor kPl ace Banking, to be reasonably accessi bl e throughout the
bank’ s assessnent area and to persons of all incone |evels.
Ei ght een percent of the bank’s branches were |ocated in LM
census tracts, conpared with the
percentage of LM census tracts and LM households in the bank’s
service area, which is 26 percent of the area’ s census tracts and
househol ds. Wor kPl ace Banki ng, which offered reduced costs on
checki ng and savi ngs accounts, direct payroll deposit, and
reduced rates on | oans and ATM based transactions, was used by
286 conpani es and approxi mately 47,700 househol ds throughout the
assessnment area. Fleet-N) also offered basic checking and
savi ngs accounts and offered to cash U S. governnent benefit
checks for custoners and noncustoners.

70 Included among these projects were a $13.1 million construction loan to
renovate 12 apartment buildings in East Harlem, creating 133 affordable rental
housing units; a $9.7 million construction loan to renovate six apartment buildings in
West Harlem, creating 104 affordable rental housing units; an $8 million
construction loan to rehabilitate 29 vacant city-owned brownstone residences in
New Y ork; a $3 million construction loan to a nonprofit entity to build a 61-unit
apartment complex for the elderly in northern New Jersey; and a $3.5 million
construction loan to build 128 units of affordable housing for elderly or disabled
LMI individuals in Burlington County in southern New Jersey.

71 After the examination period, Fleet-NJ committed $50 million to fund the
construction of affordable housing and $7.5 million for small business loans in the
Harlem/South Bronx Empowerment Zone designated by HUD.
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E. BankBoston’s CRA Perfornance Record

FNB Boston. 72 Exam ners comrended FNB Boston for the |evel
of its HVWDA-reported lending in LM census tracts and to LM
borrowers, notw thstanding an overall decrease in HVDA-reported
| endi ng by the bank during the exam nation period that was
conparable to a decrease by lenders in the aggregate. 73 During
1998, HVDA-reported | ending by FNB Boston i ncreased. The bank
made 6, 143 housi ng-rel ated | oans, an increase of 51 percent,
including 1,694 | oans, or 27.6 percent, to LM borrowers, which
exceeded the percentage of LM borrowers in the state. In
consuner |ending, the percentage of |oans that FNB Boston nmade in
LM census tracts in Boston and ot her popul ated areas of the
state was two to three tines higher than the percentage for
| enders in the aggregate in these areas.

Exam ners reported that FNB Boston offered proprietary
prograns, and participated with several comunity organi zations
and in several governnent-supported prograns to provide
af f ordabl e nortgages. 74 Under its First Step Mrtgage program
whi ch featured flexible underwiting for first-tinme honmebuyers
wi th noderate i ncome, FNB Boston made 215 | oans, totaling
$19 mllion, in 1995, and 310 loans, totaling $34.4 mllion,
during the first nine nonths of 1996. Under CommunityLink, a
joint partnership with NACA in Lawence and Bet huen, which

72 At the time of the examination, FNB Boston served all of M assachusetts,
except some areas with small populations in the western part of the state.

73 During 1995 and the first nine months of 1996, the percentage of the bank’s
HMDA-reported loans in low-income census tracts was two to three times higher
than the percentage for lenders in the aggregate, and the percentage of itsloansin
moderate-income census tracts was 1.5 to two times higher than the aggregate
percentage. FNB Boston’s HMDA-reported loans to LMI borrowers were similarly
higher than the aggregate.

74 Affordable mortgage products constituted 33.6 percent, 30.5 percent, and 41.8
percent of al home mortgage loans made by FNB Boston during 1994, 1995, and
the first nine months of 1996, respectively.
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featured no downpaynent, no closing costs, and honmebuyer

counsel i ng, the bank made 53 loans, totaling $4.7 mllion, in
1995, and 35 loans, totaling $2.6 million, during the first nine
mont hs of 1996. |In 1998, the bank nmade 149 | oans, totaling
$14 mllion, under this program FNB Boston also offered a
honmebuyer counseling programw th ACORN for hone purchase and
refinance borrowers. 1In 1998, the bank nade 272 | oans, totaling
$11.3 mllion, under this program

Under CityHOVE, a partnership with the Gty of Boston
to encourage mnunici pal enpl oyees to purchase and rehabilitate
residential properties in the city, the bank made 18 | oans,
totaling $1.7 mllion, in 1995. |In 1996, the program was
expanded to include the Gty of Wrcester, and the bank nmade 20
| oans, totaling $1.9 nmillion, under the programduring the first
nine nonths of 1996. N neteen |oans, totaling $2.9 mllion, were
made under this programin 1998.

The bank al so participated with the Massachusetts
Housi ng Partnership and several |ocal municipal governnments in
the Soft Second programto provide bel ownarket interest rate
second nortgages in conbination with a conventional first
nortgage. Under this program FNB Boston nmade 275 | oans,
totaling $11.9 million, during 1995 and the first nine nonths of
1996. In 1998, the bank rmade 347 | oans, totaling $32.5 mllion.
The bank al so made 161 FHA and VA | oans, totaling $17.4 mllion,
and 20 bel ow-nmarket interest rate | oans through the Massachusetts
Housi ng Finance Authority, totaling $18.4 mllion, during the
exam nation peri od.

According to exam ners, FNB Boston al so provi ded strong
support to small businesses. The bank made 3,108 small business
| oans, totaling $414 million, in 1995 and 3, 352 snall business
| oans, totaling $476 million, during the first nine nonths of
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1996. 75 FNB Boston al so was the npbst active SBA | ender in the

state and retained this ranking for the next two years. During
1995 and the first nine nonths of 1996, it nmade 325 SBA | oans,
totaling $24.6 mllion. During a 12-nmonth period ending in
Sept enber 1997, FNB Boston nmade 196 SBA | oans, totaling
$19.4 mllion. During the next 12 nonths, the bank nade 142 SBA
| oans, totaling $9.7 mllion. The bank was desi gnated an SBA
preferred | ender, which facilitated the review and approval of
| oan requests by the SBA, and was aut horized under the FA3TRAK
programto use the bank’s docunentation for certain |oans up to
$100, 000. The bank nmade 103 FA$TRAK | oans, totaling $3.7
mllion, during the first nine nonths of 1996. FNB Boston al so
participated in several |ocal small business |oan pools
t hroughout the state, including the Massachusetts Busi ness
Devel opnent Corporation, which the bank managed. This program
of fered small business |oans featuring flexible underwiting, and
made 210 such loans, totaling $13.5 million, during 1995 and the
first nine nonths of 1996.76 In 1998, FNB Boston nade four
| oans, totaling $581, 000, at bel ownmarket interest rates to
retain businesses in and attract new businesses to downt own New
Bedf or d.

Exam ners stated that FNB Boston pronoted conmunity
devel opnment primarily through its business and real estate
l endi ng. Total advances and conm tments by FNB Boston during

75 According to CRA datafiled by FNB Boston after the examination, the bank
made 5,991 small business loansin all of 1996, totaling $339 million; 6,627 loans in
1997, totaling $347 million; and 9,230 loans in 1998, totaling $404 million.

76 Under a co-lending program, BankBoston Development Company

(“ BankBoston CDC"), a subsidiary of FNB Boston, makes subordinated loans in
amounts up to $250,000 to minority- and women-owned businesses, which the bank
treats as equity for purposes of satisfying standard loan underwriting criteria.
Through year-end 1998, BankBoston CDC made 23 subordinated loans, totaling
$3.8 million, which facilitated the extension of additional senior loans by FNB
Boston totaling $17.1 million.
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1995 and the first nine nonths of 1996 for comunity devel opnent

were $213 million.77 During this period, the bank financed or
refinanced 16 nultifamly housing projects, totaling

$55.5 million, which produced 784 affordable housing units. In
1996, FNB Boston al so converted its funding pledge to the
Massachusetts Housing Partnership into a grant of $5 million to
establish an equity fund to devel op affordable housing. This
equity fund has financed nore than 40 affordabl e housing projects
and provided nore than 600 affordable housing units.78 In 1998,
BankBost on CDC nmade conmunity devel opnent investnents totaling
al nrost $52 million, including direct investnents in three

busi nesses totaling $1.7 mllion; the direct purchase of

$15 mllion of historic tax credits to help fund the Landmark
Center in Boston; and a commtnent to the Massachusetts Housi ng
Equity Fund of $11.3 million to be used to purchase | owincone
housi ng tax credits.

Exam ners concl uded that the bank’s branch network provided
reasonabl e access for all segnents of the community to products
and services that addressed the community’ s credit needs.
Twenty-ei ght percent of all branches were in LM areas, and an
addi tional 25 percent of all branches were within 1.5 mles of
LM areas. The bank offered a basic checking account for limted
account activity, and custoners over 65 years old were offered

77 Included among these projects were a $19 million construction loan for Lowell
Square in the West End section of Boston to produce 184 units of mixed income
housing and related retail space; a $3.4 million construction loan and permanent
financing for the renovation of the Washington Park Mall in the Roxbury section of
Boston; a $1.7 million construction loan to Union Hill Limited Partnership for the
construction of 40 units of scattered site affordable housing in Worcester; and a
$100 million commitment for working capital, lines of credit, and letters of credit to
support the reconstruction and business survival of a major Merrimack Valley
textile mill that was destroyed by fire.

78 The bank announced an additional grant of $5 million in 1999 to establish a
second equity fund.
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| ow- cost checki ng accounts and savings accounts with no m ni num

bal ance requirenent.

FNB Boston also developed a separate division, called First

Community Bank, that operated 20 branches initially in neighborhoods with a
significant minority population and concentration of LMI households, and that
Implemented a separate business and marketing plan to provide residents in these
neighborhoods with products and services specifically designed for their credit and
banking needs. FNB Boston now operates 42 First Community Bank branchesin
Massachusetts, Connecticut, and Rhode Island, with 137,000 customers and
$1.6 hillion of deposits, and Fleet has stated that Fleet Boston would expand the
program to 45 branches.

BankBoston-CT. Examiners reported that BankBoston-CT received more

than 30 percent of its HMDA-reported loan applications from low-income
applicants during the examination period, and the bank continued thereafter to
successfully solicit applications from LMI borrowers. The bank received
33.5 percent of its housing-related loan applications from LMI individuals in 1996,
43.2 percent in 1997, and 35 percent in 1998. Loan originations showed a similar
pattern. BankBoston-CT made 32.5 percent of its housing-related loans to LM
borrowers in 1996, 41.8 percent in 1997, and 32.5 percent in 1998.
BankBoston-CT also offered or participated in several programs that
offered affordable home mortgages. The bank’s First Step Mortgage program
featured flexible underwriting, reduced downpayment requirements, and lower
closing costs for first-time, low-income homebuyers. The bank also participated
during the examination period in several programs sponsored by HART and
committed to provide $3 million in affordable mortgage loans at bel ow-market
interest rate’ s in selected neighborhoods in Hartford. BankBoston-CT made

13 loans in 1997, totaling $1.1 million, under this program and made 23 loansin
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1998, totaling $1.4 million. The bank made an additional 21 loans, totaling

$1.6 million, in 1998 under an identical program sponsored by the Urban League of
Hartford. The bank also participated with the Waterbury Housing Authority to
assist public housing tenants and other eligible borrowers in Waterbury by
committing $750,000 for second mortgages that the bank would forgive after five

years at the rate of 5 percent of the original principal amount per year.

Exam ners descri bed BankBoston-CT as an active snall
busi ness | ender. BankBoston-CT participated in the state’s
Urbank programto help neet the financing needs of small start-up
and m nority-owned busi nesses, and established its own small
busi ness division that offered mcroloans with principal anmunts
as small as $2,000. BankBoston’s small business |ending rapidly
expanded after the exam nation period. The bank nade 478 smal
busi ness | oans in 1996, totaling $57.9 million; 673 loans in
1997, totaling $65.7 mllion; and 1,563 loans in 1998, totaling
$77.8 mllion. By conparison, both the nunmber and dol | ar anount
of small business |oans by lenders in the aggregate decreased
from 1996 to 1998. The percentage of the bank’s small business
loans in LM census tracts al so approxi mated the percentage of
LM census tracts in the bank’s assessnent area.

Exam ners favorably noted BankBoston-CT's participation in
comuni ty devel opnent projects. The bank nmade a | eadi ng
commitnent of $1.3 million to the Waterbury Housing Fund for the
construction and rehabilitation of nmultifamly LM housing, which
supported the rehabilitation of 99 units of affordable rental
housing, and it nade a $2.5 nmillion commtnent to the Affordable
Housi ng Fund of Connecticut, of which $1.3 mllion was invested
in a project to develop 148 affordabl e housing units in downtown
New Haven. An investment of $630,000 in the AsylumHill Limted
Partnershi p funded the devel opment of 14 units of affordable
housing in Hartford, and a | oan comi tnment of $450,000 to the
Capi tol Housing Corporation supported work to conplete 91
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projects that provided 1,426 affordable housing units in the

Hartford area. In 1999, BankBoston-CT entered into an agreenent

with Fannie Mae for the bank to provide up to $10 mllion of

| everaged financing for affordable housing and nei ghbor hood

revitalization projects in the City of Hartford, and made a $1.9

mllion commtnent for its first project |oan under this program
BankBost on-CT al so invested $1 mllion in the Connecticut
Econom ¢ Devel oprment Fund to provide credit and technical

assi stance for small business expansions and rel ocations that

woul d create significant additional enploynent opportunities in

the state.

Exam ners stated that BankBoston-CT provided a full range of
credit products to serve its entire community. The bank’s First
Step products were specifically designed to neet the credit needs
of LM custoners.79 All BankBoston-CT branches cashed governnent
checks for custoners w thout charge and distributed food stanps.

The bank conducted a “second | ook” review of all nortgage
applications before a | oan could be denied, and a third revi ew of
all nortgage | oan applications under the First Step program and
fromall LM applicants. Exam ners found no evidence of
prohi bited discrimnatory or other illegal credit practices and
no practices or procedures intended to di scourage applications.

Hospital Trust. Exam ners comended Hospital Trust for the

distribution of its home nortgage and consuner |ending. The bank
made 39 percent of all its hone nortgage | oans and 46 percent of
all its consunmer loans to LM borrowers. The percentage of the
bank’ s hone nortgage | oans originated to | owincone borrowers was
2.2 tinmes the conparabl e percentage for |enders in the aggregate

79 These products included a checking account featuring no monthly service
charge with direct deposit, no minimum balance requirement, and six free
transactions per month; an interest-bearing savings account featuring no minimum
balance, unlimited deposit and withdrawal privileges, and a $1 monthly service
charge; and a checking account for customers 60 years or older featuring no service
charge, no minimum balance requirement, and no transaction charges.
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in 1995, and 1.3 tinmes the percentage in 1996. For noderate-

i ncone borrowers, the percentage of hone nortgage | oans
originated by the bank was 1.5 tinmes the conparabl e percentage
for lenders in the aggregate in 1995 and 1.3 tines the conparable
percentage in 1996. Hospital Trust maintained its commtnent to
LM borrowers after the exam nation period. |In 1997, the bank
made 38.6 percent of its housing-related |loans to LM borrowers,
and 16.9 percent of such |loans to residents of LM census tracts,
conpared with 19.3 percent of residents of LM census tracts in
the total popul ation of Rhode Island. In 1998, the bank’s

housi ng-rel ated | endi ng i ncreased substantially, although |ending
to LM borrowers was unchanged.

Exam ners noted that Hospital Trust offered several nortgage
products to address the need for affordable nortgage financing in
its assessnment area. Under the First Step program Hospital
Trust originated loans in the total anount of $14.4 million in
1995 and $8.4 mllion in the first nine nonths of 1996.80 During
this period, the bank also originated 316 FHA and VA | oans,
totaling $33 nmillion, and 258 | oans, totaling $21 m|lion, under
several prograns sponsored by the Rhode Island Housi ng and
Mort gage Finance Corporation (“RIHFMC’). During 1998 and 1999,
Hospital Trust made 18 |oans, totaling $1.7 mllion, under the
Openi ng Doors program for first-tinme honebuyers sponsored by
RI HFMC, whi ch features 100-percent financing and financi al
counsel i ng.

Hospital Trust also was commended by exam ners for its snal
busi ness lending. |In 1995, the bank introduced a one-page form
to sinplify the application process and reduce the bank’s
response tinme for loans for principal anmounts of |ess than
$100, 000. The volune of lending increased from$91 million
during 1995 to $102 mllion during the first nine nonths of 1996.

In 1997, the bank made 495 small business |oans, totaling

80 Hospital Trust also made 287 First Step home improvement loans, totaling
$5 million, during the examination period.
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$46.6 mllion, and in 1998 its lending increased to 1,130 | oans,

totaling $57.9 mllion.81 From 1995 to 1996, SBA | endi ng doubl ed
to 77 loans for $7.8 million.

Exam ners found that Hospital Trust was an active
participant in community devel opnment projects, with an enphasis
on projects that provided affordabl e housing and supported
econom ¢ devel opnent. During the first nine nonths of 1996, the
bank nmade 46 percent of all its real estate devel opnent | oan
commtnents to nonprofit organizations in LM census tracts that
supported af fordabl e housi ng or supported econom c devel opnent,
and it helped to finance the devel opnent of 522 affordable
housi ng units during the exam nation period. 82

Several alternative delivery systens, including |oan
applications by tel ephone, provided additional access to the
bank’ s products and services. The bank conducted a “second | ook”
review of all hone purchase, hone inprovenent, and consuner | oan
applications before a | oan could be denied and a third review for
purchase nortgage applications by LM applicants. Hospita
Trust’s conventional nortgage lending affiliate al so enpl oyed
second and third review prograns for denied applications by LM
appl i cants.

F. HVDA Data and Fair Lendi ng
The Board has carefully considered the | ending records of

81 The bank’sloans to small business increased at a similar rate, from 216 loansin
1996, totaling $9.7 million, to 250 loans in 1997, totaling $9.6 million, and

692 loans in 1998, totaling $18.6 million. Small business loans and loans to small
businesses by lenders in the aggregate did not show similar increases.

82 These projects included a reduced-rate construction loan to Woonsocket
Neighborhood Development Corporation for $510,000 to rehabilitate 14 buildings
and create 44 units of affordable housing for very low-income households; a
$900,000 revolving line of credit to the Providence Housing Authority to construct
25 new housing units at scattered sites for lease to low-income tenants; and a
$925,000 loan to an affiliate of the Women’s Development Corporation to acquire
and renovate 14 single family homes in North Smithfield to be sold to low-income
purchasers.
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Fl eet and BankBoston in |ight of coments on HVDA data reported

by subsidiaries of the organizations. |In particular, comenters
al l eged that HVDA data from Fl eet’ s banki ng and nonbanki ng
subsi di ari es showed di scrimnation against mnority and LM
credit applicants in violation of the fair |ending | aws.
Commenters al so asserted that a substantial overall decrease in
housi ng-rel ated | endi ng has occurred after other acquisitions by
Fl eet and BankBoston. Comenters expressed concern that this
decrease was evidence of a withdrawal by these organi zations from
housi ng-rel ated | ending, and that allowi ng consummati on of the
proposal would result in a substantial decrease in Fleet and
BankBoston’s | ending in various New Engl and mar ket s.

Fl eet and BankBoston deny allegations of illegal credit
practices and have provi ded HVDA data and extensive information
regarding their |l ending prograns and efforts to serve mnority
and LM communities. Fleet also has stated that Fleet Boston
woul d continue to market a variety of products, including hone
nort gage products, that feature flexible terns and are sel ected
fromthe current offerings of Fleet and BankBoston, to al
segnents of its service comunities, and woul d seek to expand the
conbi ned organi zation’s custonmer base through partnerships with
community organi zati ons.

The Board has carefully considered the 1996, 1997, and 1998
HVDA data reported by Fleet and BankBoston. The data indicate
that both Fl eet and BankBoston made a significant nunber and
anmount of housing-related | oans in each of these years, including
in LM areas and to LM individuals and mnorities. The data
general ly show that housing-related | ending by Fleet and
BankBost on declined from 1996 to 1997. The data al so show,
however, that housing-related | ending by Fl eet and BankBost on
i ncreased from 1997 to 1998, exceeding 1996 |l evels in several
assessnent areas and reported | oan categories.83 Mreover, the

83 Thisincrease was generally larger for Fleet than for BankBoston. BankBoston
sold its remaining interest in aresidential mortgage banking subsidiary in 1998.
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data show that, although BankBoston withdrew in |large part from

conventional honme nortgage |ending during this period, the |evel
of hone nortgage lending that it provided to LM and mnority
popul ations in Massachusetts, Connecticut, Rhode I|sland, and New
Hanpshire renai ned the sanme or increased, and in many cases
exceeded lending levels to LM individual and mnorities by
| enders in the aggregate. The data indicate a decrease in the
percentage of |oan applications received by Fleet frommnority
and LM individuals. Inportantly, the data generally do not
indicate that either Fleet or BankBoston is excluding any
geogr aphi c areas or popul ati on segnents on a prohibited basis.
The data also reflect certain disparities in the rates of
| oan applications, originations, and denials anong nenbers of
different racial groups and persons at different inconme |evels,
both generally and in certain states and | ocal areas. The Board
is concerned when an institution’ s record indicates such
disparities in lending, and believes that all banks are obligated
to ensure that their lending practices are based on criteria that
assure not only safe and sound banking, but al so equal access to
credit by creditworthy applicants, regardless of their race or
i ncone | evel. The Board recogni zes, however, that HVDA data
al one provide an inconplete neasure of an institution’s |ending
inits community because the data cover only a few categories of
housi ng-rel ated | endi ng. HVDA data, noreover, provide only
[imted informati on about the covered | oans. 84 HVDA data,
therefore, have limtations that make the data an i nadequate
basi s, absent other information, for concluding that an

84 The data, for example, do not account for the possibility that an institution’s
outreach efforts may attract alarger proportion of marginally qualified applicants
than other institutions attract and do not provide a basis for an independent
assessment of whether an applicant who was denied credit was, in fact,
creditworthy. Credit history problems and excessive debt levels relative to income
(reasons most frequently cited for a credit denial) are not available from HMDA
data. Feet aso has cited increased management and staffing changes at Fleet
Mortgage as factors affecting its mortgage lending performance.
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institution has not adequately assisted in neeting its

communities’ credit needs or has engaged in illegal
di scrimnation in making | endi ng deci si ons.

Because of the limtations of HVDA data, the Board has
carefully considered the data in Iight of other information,

i ncl udi ng exam nation reports that provide an on-site eval uation
of conpliance by the subsidiary banks of Fleet and BankBost on
with fair lending laws and the overall |ending and community
devel opment activities of the banks, as well as fair |ending
exam nations of Fleet Mrtgage, which is a subsidiary of Fleet
Bank. Exam ners found no evidence of prohibited discrimnation
or illegal credit practices at the subsidiary banks of Fleet or
at Fleet Mdrtgage. Fleet Mrtgage's fair |ending policies,
procedures, training prograns, and internal nonitoring prograns
were all considered to be satisfactory.

Exam ners al so conducted a fair |ending exam nation of FNB
Boston’ s nortgage | ending division and the bank’s conventi onal
home nortgage lending affiliate in connection with the bank’s CRA
performance exam nation. These operations were found to conply
wi th the substantive provisions of antidiscrimnation | aws and
regul ati ons and no evidence of discrimnatory credit practices or
illegal discrimnation was found. Exam ners also noted that
t hese operations conducted second and third reviews of | oan
applications by LM individuals before they could be denied in
order to detect and prevent disparate treatnent.

The Board al so considered the HVDA data in |ight of the
overall lending records of Fleet and BankBoston, including the
| endi ng and ot her programnms outlined above. As the discussion
illustrates, both Fl eet and BankBoston have inplenented a w de
variety of prograns that help to neet the credit needs of the
community in areas apart from hone nortgage | ending, including,
in particular, small business | oans and consuner credit.

As not ed above, although HVDA data for Fleet and
BankBost on show sone fluctuation in their |evels of hone nortgage
| endi ng, a | oan product that both organizations consider to be
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part of their normal business, the data reveal substanti al

nort gage | endi ng by these organi zations throughout the period and
a subsequent increase in hone nortgage |lending that typically
equal ed or exceeded tenporary decreases in hone nortgage | ending.

| mportantly, the exam nations during this period do not reveal
any prohibited discrimnatory behavior or illegal credit
practices at either organization and confirmthat both
organi zati ons have made significant efforts to lend in al
communities wthin their assessnment areas. Viewed in |ight of
the entire record, the Board does not believe that the HVDA data
indicate that Fleet’s or BankBoston's records of performance in
hel ping to serve the credit needs of its comunities are
i nconsi stent with approval of the proposal.

G Fl eet CRA Pl edge
In connection with the proposal, Fleet has announced a five-

year, $14.6 billion CRA pledge for all the states served by the
conbi ned organi zation.85 According to Fleet, this program
reflects an increase of approximately 8 percent to the current
anounts of CRA-related | ending, investnents, and charitable
contributions by Fleet and BankBoston on a conbi ned basis, after
adj usting for the proposed divestitures. 86

The CRA requires the Board, in considering Fleet’s
application to acquire BankBoston, to review carefully the actual

85 The Fleet CRA pledge includes the following primary elements: (1) $4 billion
in affordable home purchase loans for LMI borrowers; (2) $7.5 billion in small
business loans; and (3) $2 billion in community development loans and investments
inLMI areas. Feet also indicates that Fleet Boston would maintain the combined
annual charitable contributions of Fleet and BankBoston of $25 million for

five years. The distribution of funds under the pledge would generally reflect the
relative distribution of Fleet Boston' s branches among the states served by the
organization. In states where BankBoston does not have branches, Fleet expects
that its current level of activity would be maintained.

86 As indicated above, commenters criticized the Fleet CRA pledge and various
features of the pledge.
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record of past performance of the insured depository institutions

controlled by Fleet and BankBoston in helping to neet the credit
needs of all their comunities.87 Consistent with this mandate,
the Board previously has held that, to gain approval of a
proposal to acquire an insured depository institution, an
appl i cant nust denonstrate a satisfactory record of perfornance
under the CRA without reliance on plans or commtnents for future
action. 88

The Board has considered the Fleet CRA pledge in this |ight
as an indication of the intent of Fleet and BankBoston to
mai ntai n and strengthen their current conmtment to serving the
conveni ence and needs of their communities.89 The Board notes,
noreover, that the future activities of Fleet Boston, including
any | ending and community devel opnent activities in which the
subsi di ary banks of Fleet Boston m ght engage under the announced
CRA pl edge, will be reviewed by the appropriate federal
supervisors of those institutions in future performance
exam nations as the pledge is inplenented, and that Fleet
Boston’s CRA performance record will be considered by the Board
in future applications by Fleet Boston to acquire a depository

87 A number of commenters contended that the Board should not consider the
CRA pledge inits review of the proposal.

88 See Totalbank Corporation of Florida, 81 Federal Reserve System 876 (1995);
First Interstate Bank Systems of Montana, Inc., 77 Federal Reserve Bulletin 1007
(1991).

89 A number of commenters criticized Fleet for not negotiating agreements with
community organizations and stated that Fleet should be required to negotiate CRA
agreements with the political leaders and organizations in areas affected by the
proposal. The Board previously has noted that, although communications by
depository institutions with community groups provide a valuable method of
assessing and determining how an institution may best address the credit needs of
the community, neither the CRA nor the CRA regulations of the federal financial
supervisory agencies require depository institutions to enter into agreements with
any organization. See Fifth Third Bancorp, 80 Federal Reserve Bulletin 838 (1994).
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institution.

H. Branch Cl osures

In view of the extensive branch divestitures that Fleet has
proposed, it has not devel oped definitive plans to cl ose,
consol idate, or relocate any branches of Fleet or BankBoston
after consummati on of the proposal.90 Neverthel ess, commenters
expressed concern that the proposal would result in additional
branch closings, particularly in LM areas. The Board has
carefully considered the public comments about potential branch
closings in light of all the facts of record, including
i nformation provided by Fleet.

The Board al so has carefully considered the records of Fleet
and BankBoston in opening and cl osi ng branches and the branch
closing policies of Fleet and BankBoston. Exam ners have
reviewed the performance of both organi zati ons under their branch
closing policies on several occasions as part of their review of
t he banks’ CRA performance. The nost recent CRA performance
exam nations of Fleet’s subsidiary banks, including Fleet Bank,
Fl eet-NH, and Fleet-NJ, found that the banks had a satisfactory
record of opening and cl osi ng branches and provi ded reasonabl e
access to services for all segnents of the bank’s communities.
These exam nations generally noted no materially adverse effects
on LM nei ghborhoods from branch cl osings. Exam ners al so
concl uded that the branch and ATM networks and alternative
delivery systens of Fleet’s subsidiary banks reasonably served
the credit needs of all segnments of their communities, including
LM areas. Examners also reviewed the branch closing policy and
record of branch cl osings of BankBoston and concluded that its
subsi di ary banks had a good record of opening and cl osing
br anches.

The Board expects that the subsidiary banks of the conbined
organi zati on woul d continue to use their respective branch

90 Fleet hasindicated that there are no immediate plans to consolidate the Fleet
and BankBoston subsidiary banks.
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closing policies for any branch closing that may result fromthe

proposal .91 To permt the Board to assess the effectiveness of
the branch closing policy of Fleet, the Board conditions its
action on the proposal on the requirenent that Fleet report
sem annually to the Federal Reserve System during the two-year
period after consummation of the proposal, all branch cl osings,
i ncl udi ng consolidations, that occur as a result of the proposal.

For branches closed in LM census tracts, Fleet also should
indicate the proximty of the closed branch to the nearest Fl eet
branch and the steps that Fleet took to mtigate the inpact of
the branch cl osure. 92

. Concl usi on on Conveni ence and Needs Factor

The proposed nerger would create a | arge banking
organi zati on that would have a significant presence in New
Engl and and in other parts of the country. Accordingly, the
Board has carefully reviewed the proposal and its effects on the
conveni ence and needs of all the communities to be served by the
conbi ned organi zati on.

91 The Board al so has considered that federal banking |aw

provi des a specific nmechani smfor addressing branch cl osings.
Federal law requires an insured depository institution to provide
notice to the public and to the appropriate federal financial
regul atory agency before closing a branch. See 12 U S.C

§ 1831r-1; see also Interagency Policy Statenent on Branch

Cl osings (64 Federal Register 34,844 (1999)). The | aw does not
authorize federal regulators to prevent the closing of a branch.
Any branch closings resulting fromthe proposal wll be
considered by the appropriate federal financial regulatory agency
at the next CRA performance exam nation of the relevant insured
depository institution.

92 Several commenters expressed concern that the merger would result in the loss
of jobs. The effect of a proposal on employment in a community is not among the
factors included in the BHC Act, and the federal banking agencies, courts, and
Congress consistently have interpreted the convenience and needs factor to relate to
the effect of a proposal on the availability and quality of banking services in the
community. See, e.0., Wells Fargo & Company, 82 Federal Reserve
Bulletin 445, 457 (1996).
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In conducting its review, the Board has carefully considered all the comments

on the convenience and needs factor. A significant number of commenters
expressed support for the proposal based on the records of Fleet and BankBoston in
helping to serve the banking and, in particular, the lending needs of their entire
communities, including LMI areas. Other commenters questioned whether Fleet has
been, and Fleet Boston would be, responsive to the banking and credit needs of all
their communities. The Board has carefully considered these concerns and weighed
them against the overall CRA records of Fleet and BankBoston, reports of
examination of CRA performance, and information provided by the two banking

organizations, including Fleet’ s and BankBoston’ s responses to the comments.

As discussed in this order, the record in this case
denonstrates that Fleet and BankBoston have established records
of satisfactory or better performance in helping to neet the
conveni ence and needs of the communities they serve. The record
illustrates that there are strengths and weaknesses in the CRA
performance record of both organi zations, and that both
organi zati ons have taken steps to address weaknesses that may
energe in CRA performance. On bal ance, and based on a review of
the entire record, the Board concl udes that conveni ence and needs
consi derations, including the records of CRA performance by both
organi zati ons’ subsidiary depository institutions, are consistent
wi th approval of the proposal. The Board expects Fleet Boston to
denonstrate no less commtnent to hel ping to serve the banking
needs of its communities, including LM neighborhoods, follow ng
consummati on of the proposal, than Fl eet and BankBoston have
denonstrated to date. The Board believes that Fleet’s decision
to draw on the best CRA policies, practices, and prograns of both
organi zations, with a particular enphasis on inplenenting the
strong community devel opnent prograns and policies of BankBoston,
will help Fleet Boston to denonstrate that conmtnent.

Nonbanking Activities

Fleet also has filed a notice under section 4(c)(8) of the
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BHC Act to acqui re BankBoston’s nonbanki ng conpani es and t hereby

engage in a nunber of nonbanking activities, including

underwiting and dealing to a limted extent in all types of

equity and debt securities

(“bank-ineligible securities”). The nonbanking activities for

whi ch Fl eet has requested approval are listed in Appendix A
A. Activities Approved by Regul ati on

The Board has determ ned by regul ation that extending credit
and servicing |oans; activities related to extending credit;
| easi ng personal or real property; providing financial and
i nvest ment advi sory services; providing agency transacti onal
services for customer investnents; engaging in investnent
transactions as principal; certain insurance agency and
underwiting activities; and conmunity devel opnent activities are
all closely related to banking for purposes of the BHC Act. 93
Mor eover, the Federal Reserve System previously has approved
applications by BankBoston to engage in all the proposed
activities. Fleet has conmtted that, after consummati on of the
proposal, the conbi ned organi zati on woul d conduct these
nonbanki ng activities in accordance with the limtations set
forth in Regulation Y and the Board s orders and interpretations.
B. Underwiting and Dealing in Bank-Ineligible Securities

Fleet currently is engaged in underwiting and dealing in
bank-ineligible securities, to alimted extent, through Fleet
Securities, Inc. (“FSI”). BankBoston also currently is engaged
in underwiting and dealing in bank ineligible securities, to a
[imted extent, through BancBoston Roberston Stephens Inc.,

Bost on, Massachusetts (“BBRS’). FSI and BBRS are, and would
continue to be, broker-dealers registered with the Securities and
Exchange Conm ssion (“SEC’) and nenbers of the Nationa

Associ ation of Securities Dealers, Inc. (“NASD'). Accordingly,
both entities would remain subject to the recordkeepi ng and
reporting obligations, fiduciary standards, and ot her

93 See 12 C.F.R. 225.28(b)(1), (2), (3), (6), (7), (8), (11)(i), and (12).
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requi renents of the Securities Exchange Act of 1934 (15 U S. C.

8§ 78a et seq.), the SEC, and the NASD

The Board has determ ned that, subject to the framework of
prudential limtations established in previous decisions to
address the potential for conflicts of interests, unsound banking
practices, or other adverse effects, underwiting and dealing in
bank-ineligible securities is so closely related to banking as to
be a proper incident thereto within the neaning of
section 4(c)(8) of the BHC Act. 94 The Board al so has determ ned
that underwriting and dealing in bank-ineligible securities is
consistent wwth section 20 of the d ass-Steagall Act (12 U.S.C. 8
377), provided that the conpany engaged in the activities derives
no nore than 25 percent of its gross revenues fromunderwiting
and dealing in bank-ineligible securities over a two-year
period.95 Fleet has commtted that, after consummati on of the

94 See J.P. Morgan & Co. Incorporated, et al., 75 Federal Reserve Bulletin 192
(1989), aff'd sub nom. Securities Industry Assn v. Board of Governors of the
Federal Reserve System, 900 F.2d 360 (D.C. Cir. 1990); Citicorp, et a., 73 Federal
Reserve Bulletin 473 (1987), aff'd sub nom. Securities Industry Assn v. Board of
Governors of the Federal Reserve System, 839 F.2d 47 (2d Cir.), cert. den., 486
U.S. 1059 (1988) (“Citicorp”); as modified by Review of Restrictions on Director,
Officer and Employee Interlocks, Cross-Marketing Activities, and the Purchase and
Sale of Financial Assets Between a Section 20 Subsidiary and an Affiliated Bank or
Thrift, 61 Federal Reqgister 57,679 (1996), Amendments to Restrictions in the
Board's Section 20 Orders, 62 Federal Register 45,295 (1997); and Clarification to
the Board's Section 20 Orders, 63 Federal Register 14,803 (1998) (collectively,

“ Section 20 Orders”).

95 See Section 20 Orders. Compliance with the revenue limitation shall be
calculated in accordance with the method stated in the Section 20 Orders, as
modified by the Order Approving Modifications to the Section 20 Orders,

75 Federal Reserve Bulletin 751 (1989); 10 Percent Revenue Limit on Bank-
Ineligible Activities of Subsidiaries of Bank Holding Companies Engaged in
Underwriting and Dealing in Securities,

61 Federal Register 48,953 (1996); and Revenue Limit on Bank-Ineligible Activities
of Subsidiaries of Bank Holding Companies Engaged in Underwriting and Dealing
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transaction, FSI and BBRS each woul d conduct its bank-ineligible

securities underwiting and dealing activities subject to the
revenue and prudential limtations previously established by the
Board. This order is conditioned on conpliance by the conbined
organi zation wth the revenue restrictions and Operating

St andards established for section 20 subsidiaries. 96

C. Proper Incident to Banking

In order to approve Fleet's notice to engage i n nonbanking
activities, the Board nust determ ne that the acquisition of the
nonbanki ng subsi di ari es of BankBoston and the performance of
those activities by the conbined organi zation is a proper
incident to banking; that is, the Board nust determ ne that the
proposed transaction “can reasonably be expected to produce
benefits to the public . . . that outweigh possible adverse
effects, such as undue concentration of resources, decreased or
unfair conpetition, conflicts of interests, or unsound banking
practices.”97

As part of its evaluation of these factors, the Board
considers the financial condition and managerial resources of
Fleet and its subsidiaries, including the conpanies to be
acquired, and the effect of the proposed transaction on those
resources. For the reasons noted above, and based on all the
facts of record, the Board has concluded that financial and
manageri al considerations are consistent with approval of the
noti ce.

The Board al so has reviewed the capitalization of the

In Securities, 61 Federal Register 68,750 (1996) (collectively, “ Modification
Orders’).

96 12 C.F.R 225.200. Aslong as FSI and BBRS operate as separate corporate
entities, both companies will be independently subject to the

25-percent revenue limitation on underwriting and dealing in bank-ineligible
securities. See Citicorp at 486 n.45.

97 12 U.S.C. § 1843(c)(8).
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conbi ned organi zation, FSI, and BBRS in |ight of the standards

set forth in the Section 20 Orders. The Board finds the
capitalization of each to be consistent with approval of the
proposal and the Section 20 Orders. The Board's determnation is
based on all the facts of record, including the projections of

t he vol une of bank-ineligible securities underwiting and dealing
activities to be conducted by FSI and BBRS. The Board al so has
consi dered that Fleet and BankBoston have established policies
and procedures to ensure conpliance with this order and the
Section 20 Orders, including conputer, audit, and accounting
systens, internal risk managenent controls, and the necessary
operational and managerial infrastructure.

The Board al so has considered the conpetitive effects of the
proposed acqui sition by Fleet of the nonbanking subsidiaries of
BankBoston in light of all the facts of record, including the
public comments received. Each of the markets in which the
nonbanki ng subsi di aries of Fleet and BankBoston conpete are
national or regional and are unconcentrated, and there are
numer ous providers of each of these services. As a result, the
Board expects that consummati on of the proposal woul d have a de
mnims effect on conpetition for these services. Based on al
the facts of record, the Board concludes that it is unlikely that
significantly adverse conpetitive effects would result fromthe
nonbanki ng acqui sitions proposed in this transaction.

Fl eet has indicated that by conbining the resources and
operations of Fleet and BankBoston, Fleet Boston would be able to
provi de better products and services nore efficiently to the
current custoners of Fleet and BankBoston and the future
custoners of Fleet Boston. Fleet has represented that the
conbi ned organi zati on woul d draw on the product strengths of each
of its predecessor bank hol di ng conpani es and offer a greater
range of products in a |larger nunber of |ocations than Fleet and
BankBoston could offer separately. Fleet also has naintained
that the nmerger of Fleet and BankBoston would help to ensure the
presence of a strong, locally based institution in New Engl and.
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In addition, there are public benefits to be derived from

permtting capital markets to operate so that bank hol di ng
conpani es can nmake potentially profitable investnents in
nonbanki ng conmpani es and from permtting banking organizations to
allocate their resources in the manner they consider to be nost
ef ficient when such investnents and actions are consistent, as in
this case, with the rel evant considerations under the BHC Act.

The Board al so believes that the conduct of the proposed
nonbanki ng activities within the framework established by this
order, prior orders, and Regulation Y is not likely to result in
adverse effects, such as undue concentration of resources,
decreased or unfair conpetition, conflicts of interests, or
unsound banking practices, that would outweigh the public
benefits of the proposal, such as increased custoner conveni ence
and gains in efficiency. Accordingly, based on all the facts of
record, the Board has determ ned that the bal ance of public
interest factors that the Board nust consider under the proper
i ncident to banking standard of section 4(c)(8) of the BHC Act is
favorabl e and consistent with approval of Fleet’'s notice.

Fl eet al so has provided notice, in accordance with
section 4(c)(13) of the BHC Act and section 211.5(c) of the
Board’s Regulation K (12 C.F. R 211.5(c)), to acquire
BankBoston’ s foreign banking and nonbanki ng operations. 1In
addition, Fleet has applied as required by sections 25 and 25A of
t he Federal Reserve Act and section 211.5(c) of Regulation Kto
acqui re BankBoston International and Boston Overseas Fi nanci al
Cor poration, both of which are organi zed under section 25A of the
Federal Reserve Act. The Board concludes that all the factors it
is required to consider under the Federal Reserve Act, the BHC
Act, and the Board's Regulation K in connection with the
foregoing notices are consistent with approval of the proposal.
Requests for Additional Public Meetings

A nunber of commenters requested that the Board hold
addi tional public neetings or hearings on the proposal in areas
that nmay be affected by the nmerger, including communities in
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Massachusetts, Connecticut, and Rhode |sland. The Board has

carefully considered these requests in light of the BHC Act, the
Board’s Rul es of Procedure, and the substantial record devel oped
in this case. 98

As expl ai ned above, the Board held a public neeting on the
proposal in Boston to clarify issues related to the applications
and notices and to provide an opportunity for nenbers of the
public to testify.99 The Board consi dered Boston the appropriate
| ocation for the public nmeeting because Fl eet Boston woul d be
headquartered there, and because Boston was a reasonably central
| ocation in the region in which the new bank hol di ng conpany
woul d have its nost significant geographic presence.

Approxi mately 150 interested persons appeared and provi ded oral
testinmony at the public neeting, including elected
representatives, the attorneys general of Massachusetts and
Connecticut, nenbers of comrunity groups fromcities and towns

t hroughout New Engl and, and representati ves of businesses and
busi ness groups throughout New England. 1In addition, the public
coment period provided nore than 54 days for interested persons
to submt witten comments on the proposal, and the Board

recei ved and considered witten coments from approxi mately 200
interested persons who did not testify at the public neeting.

In the Board's view, all interested persons had anple
opportunity to submt their views either in witing or orally at
the public neeting in Boston. Nunerous comenters, in fact,
submtted substantial materials that have been carefully
considered by the Board in acting on the proposal. Commenters
requesting additional public neetings have failed to show why

98 Section 3(b) of the BHC Act does not require that the Board hold a public
hearing on an application unless the appropriate supervisory authority for the bank
to be acquired makes a timely written recommendation of denial of the application.
12 U.S.C. § 1842(b). Inthis case, the Board has not received such a
recommendation from any state or federal supervisory authority.

99 See 12 C.F.R. 262.3(€) and 262.25(d).
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their witten cooments do not adequately present their views,

evi dence, and al |l egations. They al so have not shown why the
public neeting in Boston and the 54-day conmment period did not
provi de an adequate opportunity for all interested parties to
present their views and voice their concerns. For these reasons,
and based on all the facts of record, the Board has determ ned
that additional public neetings or hearings are not required and
are not necessary or warranted to clarify the factual record on
the proposal. Accordingly, the requests for additional public
nmeeti ngs or hearings on the proposal are hereby denied. 100
Concl usi on

Based on the foregoing, and in light of all the facts of
record, the Board has determ ned that the applications and
noti ces should be, and hereby are, approved. 1In reaching this

100 A number of commenters requested that the Board delay action on the proposal
or extend the comment period until (i) Fleet provided more detail about its $14.6
billion, five-year community development pledge; (ii) Fleet entered into a written,
detailed, and publicly verifiable CRA agreement produced through negotiations with
community groups; (iii) Fleet agreed to renew its home mortgage partnership
agreements, particularly those with ACORN and NACA; or (iv) Fleet entered into
new CRA agreements with local community groups.

The Board believes that the record in this case does not warrant
postponement of the Board's consideration of the proposal. The Board has
accumulated a significant record in this case, including reports of examination,
supervisory information, public reports and information, and considerable public
comment. Moreover, as discussed more fully above, the CRA requires the Board to
consider the existing record of performance of an organization and does not require
that an organization enter into contracts or agreements with others to implement the
organization's CRA programs. For the reasons discussed above, the Board believes
that commenters have had ample opportunity to submit their views and, in fact, they
have provided substantial written submissions and oral testimony that have been
considered carefully by the Board in acting on the proposal. Based on areview of
all the facts of record, the Board concludes that the record in this case is sufficient
to warrant Board consideration and action on the proposal at this time, and further
delay of consideration of the proposal, another extension of the comment period, or
denial of the proposal on the grounds discussed above, including on the basis of
informational insufficiency, is not warranted.



67
concl usion, the Board has carefully considered all oral testinony

and the witten comments regarding the proposal in light of the
factors it is required to consider under the BHC Act and ot her
appl i cabl e statutes.

Approval of the applications and notices is
specifically conditioned on conpliance by Fleet wwth all the
commtnents made in connection with the proposal and with the
conditions stated or referred to in this order, including Fleet's
divestiture conmtnents and the requirenent that Fleet Boston
file periodic branch closing reports. The Board' s determ nation
on the nonbanking activities also is subject to all the terns and
conditions set forth in Regulation Y, including those in
sections 225.7 and 225.25(c) (12 CF. R 225.7 and 225.25(c)), and
to the Board's authority to require such nodification or
termnation of the activities of a bank hol di ng conpany or any of
its subsidiaries as the Board finds necessary to ensure
conpliance with, and to prevent evasion of, the provisions of the
BHC Act and the Board's regul ations and orders thereunder. For
purposes of this transaction, the commtnents and conditions
referred to in this order and in the applications and notices
shall be deened to be conditions inposed in witing by the Board
in connection with its findings and decision and, as such, may be
enforced in proceedi ngs under applicable law. Underwiting and
dealing in any manner other than as approved in this order and
the Section 20 Orders (as nodified by the Mdification Orders) is
not within the scope of the Board's approval and is not
aut hori zed for Fleet Boston.

The acquisition of BankBoston's subsidiary banks shall not be
consummated before the fifteenth calendar day following the effective date of this
order, and no part of the proposal shall be consummated later than three months
after the effective date of this order, unless such period is extended for good cause
by the Board or by the Federal Reserve Bank of Boston, acting pursuant to
delegated authority.
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By order of the Board of Governors,101 effective September 7, 1999.

(signed)

Robert deV. Frierson
Associate Secretary of the Board

101 Voting for this action: Chairman Greenspan and Governors Kelley, Meyer,
Ferguson, and Gramlich.
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Appendi x A

Nonbanking Activities of BankBoston

(1) Extending credit and servicing loans in accordance with section 225.28(b)(1) of
Regulation Y (12 C.F.R. 225.28(b)(1)), through BancBoston Robertson Stephens
Inc. (" BBRS’), BancBoston Investments Inc., and BancBoston Real Estate Capital
Corporation, all of Boston, Massachusetts; and Back Bay Capital Funding LLC,
Wilmington, Delaware.

(2) Activitiesrelated to extending credit in accordance with section 225.28(b)(2) of
Regulation Y (12 C.F.R. 225.28(b)(2)), through BBRS.

(3) Engaging in leasing personal or real property in accordance with
section 225.28(b)(3) of Regulation Y (12 C.F.R. 225.28(b)(3)), through Bank
Boston Leasing Investments Inc., Boston, Massachusetts (“ BBLI™).

(4) Providing financial and investment advisory services in accordance with section
225.28(b)(6) of Regulation Y (12 C.F.R. 225.28(b)(6)), through BBRS.

(5) Providing agency transactional services for customer investments in accordance
with section 225.28(b)(7) of Regulation Y (12 C.F.R. 225.28(b)(7)), through BBRS.

(6) Engaging in investment transactions as principal in accordance with
section 225.28(b)(8) of Regulation Y (12 C.F.R. 225.28(b)(8)), through BBRS.

(7) Engaging in insurance agency and underwriting activities in accordance with
section 225.28(b)(11)(i) of Regulation Y (12 C.F.R. 225.28(b)(11)(i)), through
RIHT Life Insurance Company, Phoenix, Arizona.

(8) Engaging in conmmunity devel opnent activities in accordance
w th section 225.28(b)(12) of Regulation Y (12 C. F. R
225.28(b)(12)), through BBLI
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Appendi x B

Definitions of Banking Markets in which
Fleet and BankBoston Directly Compete

A. Connecticut Banking Markets

Fairfield Area: Connecticut portion of the Metropolitan New Y ork City
Rand McNally Marketing Area (“ RMA”) and the townships of
Kent, Roxbury, Warren, and Washington in Litchfield County.

Hartford: Hartford RMA and the townships of Hampton and
Scotland in Windham County; Hartland in Hartford County; and
Unionin Tolland County.

New Haven: New Haven RMA.

New London: New London RMA and the townships of Sterling in
Windham County and Lyme and Voluntown in New London
County.

Torrington: Torrington RMA and the townships of Colebrook,

Goshen, and Norfolk in Litchfield County.
Waterbury: Waterbury RMA.
B. Florida Banking Mar ket

West Palm Palm Beach County east of Loxahatchee and the
Beach: towns of Indiantown and Hobe Sound in Martin County.

C. Maine Banking Mar ket

Portland: Portland RMA and the townships of Baldwin, Naples,
Pownal, and Sebago in Cumberland County; Dayton, Hallis,
Kennebunkport, Lyman, and North Kennebunkport in Y ork
County: and the city of Biddeford in Y ork County.

D. Massachusetts Banking Markets
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Boston: Boston RMA and the town of Lyndeboro in New
Hampshire.

Cape Cod: Barnstable County.

Fall River: Fall River RMA.

Greenfield: Franklin County, excluding the towns of Deerfield, Leverrett, Monroe,
New Salem, Orange, Shutesbury, Sunderland, Warwick, and

Whately.
New Bedford: New Bedford RMA.
Springfield: Springfield RMA and the towns of Otisin Berkshire

County; Deerfield, Leverett, Shutesbury, and Whately in Franklin
County; Blanford, Chester, Granville, and Tolland in Hampden
County; Chesterfield, Cummington, Goshen, Pelham, Plainfield,
Westhampton, and Worthington in Hampshire County; and
Hardwick and Warren in Worcester County.

Worcester: Worcester RMA and the towns of Brimfield and Walesin
Hampton County and Hubbardston in Worcester County.

E. New Hampshire Banking Mar ket

Manchester: Manchester RMA and the towns of Deerfield in
Rockingham County and New Boston in Hillsborough County.

F. Rhode Island Banking Markets
Newport: Newport RMA.

Providence: Providence-Warwick RMA.
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Appendix C

Banking Markets With No Divestitures

A. Connecticut Banking Markets

Fairfield Area— Fleet is the largest depository institution in the market,
controlling deposits of $3.2 billion, representing approximately 23.1 percent of
market deposits. BankBoston is the 10th largest depository institution in the market,
controlling deposits of $260 million, representing 1.9 percent of market deposits.
On consummation of the proposal, Fleet would remain the largest of 38 depository
institutions in the market, controlling deposits of $3.4 billion, representing 25
percent of market deposits. The HHI would increase 87 points to 1283.

New London — Feet is the second largest depository institution in the market,
controlling deposits of $510 million, representing 21.1 percent of market deposits.
BankBoston is the 14th largest depository institution in the market, controlling
deposits of $3.8 million, representing less than 1 percent of market deposits. On
consummation of the proposal, Fleet would remain the second largest of 13
depository institutions in the market, controlling deposits of $514 million,
representing 21.3 percent of market deposits. The HHI would increase 7 points to
1724.

B. Florida Banking Mar ket

West Palm Beach — Fleet is the 24th largest depository institution in the
market, controlling deposits of $76 million, representing less than 1 percent of
market deposits. BankBoston in the 37th largest depository institution in the
market, controlling deposits of $17 million, also representing less than 1 percent of
market deposits. On consummation of the proposal, Fleet would remain the 24th
largest depository institution in the market, controlling deposits of $93 million,
representing less than 1 percent of market deposits. The HHI would remain
unchanged at 1115.

C. Maine Banking Mar ket
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Portland — Fleet is the second largest depository institution in the market,
controlling deposits of $778 million, representing 24.2 percent of market deposits.
BankBoston is the 11th largest depository institution in the market, controlling
deposits of $26 million, representing less than 1 percent of market deposits. On
consummation of the proposal, Fleet would remain the second largest of 14
depository institutions in the market, controlling deposits of $804 million,
representing 25 percent of market deposits. The HHI would increase 39 points to
2448.

D. Massachusetts Banking Mar ket

Greenfield — Fleet is the third largest depository institution in the market,
controlling deposits of $67 million, representing 15.1 percent of market deposits.
BankBoston is the sixth largest depository institution in the market, controlling
deposits of $20 million, representing 4.4 percent of market deposits. On
consummation of the proposal, Fleet would remain the third largest of 5 depository
institutions in the market, controlling deposits of $87 million, representing 19.5
percent of market deposits. The HHI would increase 133 points to 2568.

E. New Hampshire Banking Mar ket

Manchester — Fleet is the second largest depository institution in the market,
controlling deposits of $589 million, representing 25.2 percent of market deposits.
BankBoston is the fourth largest depository institution in the market, controlling
deposits of $70 million, representing 3 percent of market deposits. On
consummation of the proposal, Fleet would remain the second largest of 8
depository institutions in the market, controlling deposits of $659 million,
representing 28.2 percent of market deposits. The HHI would increase 150 points
to 3241.
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Appendix D

Banking M arkets With Divestitures

A. Connecticut Banking Markets

Hartford — Fleet is the largest depository institution in the market, controlling
deposits of $9.8 hillion, representing 49.8 percent of market deposits. BankBoston
is the third largest depository institution in the market, controlling deposits of $1.5
billion, representing 7.4 percent of market deposits. Fleet proposes to divest 32
branches, controlling total deposits of $1.5 billion, to an out-of-market competitor.
On consummation of the proposal, and after accounting for the proposed
divestitures, Fleet would remain the largest of 34 depository institutions in the
market, controlling deposits of $9.8 billion, representing 49.8 percent of market
deposits. The HHI would remain unchanged at 2824.

New Haven — Fleet is the third largest depository institution in the market,
controlling deposits of $1 billion, representing 17.1 percent of market deposits.
BankBoston is the fifth largest depository institution in the market, controlling
deposits of $540 million, representing 9 percent of market deposits. Fleet proposes
to divest three branches, controlling total deposits of $97 million, to an out-of-
market competitor. On consummation of the proposal, and after accounting for the
proposed divestitures, Fleet would become the largest of 14 depository institutions
in the market, controlling deposits of $1.5 hillion, representing 24.5 percent of
market deposits. The HHI would increase 229 points to 1594.

Torrington — Feet is the third largest depository institution in the market,

controlling deposits of $102.6 million, representing 15.1 percent of market deposits.
BankBoston is the fifth largest depository institution in the market, controlling
deposits of $69 million, representing 10.2 percent of market deposits. Fleet
proposes to divest one branch, controlling deposits of $69 million, to an out-of-
market competitor. On consummation of the proposal, and after accounting for the
proposed divestitures, Fleet would remain the third largest of 10 depository
institutions in the market, controlling deposits of $102.6 million, representing 15.1
percent of market deposits. The HHI would remain unchanged at 1706.

Waterbury — Fleet is the fifth largest depository institution in the market,
controlling deposits of $141 million, representing 5.6 percent of market deposits.
BankBoston is the third largest depository institution in the market, controlling
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deposits of $416 million, representing 16.4 percent of market deposits. Fleet
proposes to divest three branches, controlling total deposits of $185 million. On
consummation of the proposal, and after accounting for the proposed divestitures,
Fleet would become the third largest of 15 depository institutions in the market,
controlling deposits of $372 million, representing 14.6 percent of market deposits.
The HHI would decrease by 32 points to 1463.

B. Massachusetts Banking Markets

Boston — Fleet is the second largest depository institution in the market,
controlling deposits of $12.6 billion, representing 15.2 percent of market deposits.
BankBoston is the largest depository institution in the market, controlling deposits
of $24 billion, representing 28.7 percent of market deposits. Fleet proposes to
divest 153 branches, controlling total deposits of $6.7 billion, to an out-of-market
competitor, and atotal of 14 branches, controlling total deposits of $490 million, to
competitively suitable in-market competitors. On consummation of the proposal,
and after accounting for the proposed divestitures, Fleet would become the largest
of 182 depository institutions in the market, controlling deposits of $29.2 hillion,
representing 35.3 percent of market deposits. The HHI would increase 261 points
to 1636.

Cape Cod — FHeet is the fourth largest depository institution in the market,
controlling deposits of $331 million, representing 11.8 percent of market deposits.
BankBoston is the second largest depository institution in the market, controlling
deposits of $585 million, representing 20.9 percent of market deposits. Fleet
proposes to divest one branch, controlling deposits of $12.7 million, to an out-of-
market competitor, and a total of 14 branches, controlling total deposits of
$281 million, to competitively suitable in-market competitors. On consummation of
the proposal, and after accounting for the proposed divestitures, Fleet would
become the second largest of 11 depository institutions in the market, controlling
deposits of $585 million, representing 20.9 percent of market deposits. The HHI
would increase 37 points to 1622.

Fall River — Feet is the sixth largest depository institution in the market,
controlling deposits of $123 million, representing 11 percent of market deposits.
BankBoston is the largest depository institution in the market, controlling deposits
of $212 million, representing 19 percent of market deposits. Fleet proposes to
divest three branches, controlling total deposits of $50.8 million, to an out-of-market
competitor. On consummation of the proposal, and after accounting for the
proposed divestitures, Fleet would become the largest of nine depository institutions



76
in the market, controlling deposits of $285 million, representing 25.5 percent of
market deposits. The HHI would increase 187 points to 1501.

New Bedford — Fleet is the largest depository institution in the market,
controlling deposits of $415 million, representing 28.5 percent of market deposits.
BankBoston is the fourth largest depository institution in the market, controlling
deposits of $167 million, representing 11.5 percent of market deposits. Fleet
proposes to divest two branches, controlling total deposits of $105 million, to an
out-of-market competitor. On consummation of the proposal, and after accounting
for the proposed divestitures, Fleet would remain the largest of 10 depository
institutions in the market, controlling deposits of $477 million, representing 32.8
percent of market deposits. The HHI would increase 183 points to 2058.

Springfield — Fleet is the third largest depository institution in the market,
controlling deposits of $897 million, representing 15.8 percent of market deposits.
BankBoston is the largest depository in the market, controlling deposits of $1.1
billion, representing 20 percent of market deposits. Fleet proposes to divest four
branches, controlling total deposits of $208 million, to an out-of-market competitor.

On consummation of the proposal, and after accounting for the proposed
divestitures, Fleet would become the largest depository institution in the market,
controlling deposits of $1.8 billion, representing 32.4 percent of market deposits.
The HHI would increase 407 points to 1603.

Worcester — Fleet is the second largest depository institution in the market,
controlling deposits of $1.1 billion, representing 24.6 percent of market deposits.
BankBoston is the largest depository institution in the market, controlling deposits
of $1.4 hillion, representing 32.3 percent of market deposits. Fleet proposes to
divest 23 branches, controlling total deposits of $1.1 billion, to an out-of-market
competitor. On consummation of the proposal, and after accounting for the
proposed divestitures, Fleet would become the largest of 25 depository institutions
in the market, controlling deposits of $1.4 hillion, representing 32.3 percent of
market deposits. The HHI would remain unchanged at 1833.

C. Rhode Island Banking Markets

Newport — Fleet is the fourth largest depository institution in the market,
controlling deposits of $55 million, representing 12.6 percent of market deposits.
BankBoston is the third largest depository institution in the market, controlling
deposits of $86 million, representing 19.6 percent of market deposits. Fleet
proposes to divest three branches, controlling total deposits of $86 million, to an
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out-of-market competitor. On consummation of the proposal, and after accounting
for the proposed divestitures, Fleet would remain the fourth largest of five
depository institutions in the market, controlling deposits of $55 million,
representing 12.6 percent of market deposits. The HHI would remain unchanged at
2437.

Providence — Fleet is the largest depository institution in the market,
controlling deposits of $8.6 billion, representing 50 percent of market deposits.
BankBoston is the third largest depository institution in the market, controlling
deposits of $2.3 hillion, representing 13.6 percent of market deposits. Fleet
proposes to divest 49 branches, controlling total deposits of $2.5 billion, to an out-
of-market competitor. On consummation of the proposal, and after accounting for
the proposed divestitures, Fleet would remain the largest of 18 depository
institutions in the market, controlling deposits of $8.6 billion, representing 50.2
percent of market deposits. The HHI would increase 12 points to 3465.



