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Cbe Commontoealtf) of Qgjassactmsetts

O f f ic e  o f  t h e  C o m m iss io n e r  o f  B a n k s ,
St a t e  H o u s e , B o st o n , December 4, 1940.

To the Honorable Senate and House of Representatives of the Common
wealth of Massachusetts in General Court assembled.

In compliance with the provisions of section 33 of 
chapter 30 of the General Laws (Tercentenary Edition), 
the Commissioner of Banks respectfully presents here
with such parts of the annual report of the Commissioner 
of Banks for the year 1940 as contain recommendations 
or suggestions for legislative action, accompanied by 
drafts of bills embodying the legislation recommended. 
These drafts have been submitted to the counsel for 
the House of Representatives for advice and assistance 
as to the form thereof.

JOSEPH EARL PERRY,
Commissioner of Banks.
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RECOMMENDATIONS.

1. E x te n sio n  of Statu te  co n cern in g  th e  R e f i
n an cin g  of R e a l  E state  M ortgages  w it h  P u r
chases of E q u it y .

Experience over a period of four years has indicated 
to this Department the desirability of further extending 
the life of chapter 191 of the Acts of 1936, which by its 
terms will expire on December 31, 1941. Chapter 191 
of the Acts of 1936 originally had a life of three years, 
and this was extended by chapter 98, Acts of 1939, for 
two years more. The operation of this statute has been 
found highly convenient and desirable in many cases, 
and it is believed by this Department that, a further 
experience might well warrant consideration of incor
porating the best features of the act into our permanent 
banking laws.

Chapter 191 of the Acts of 1936 permits any savings 
bank, co-operative bank, trust company, credit union or 
insurance company, holding a first mortgage on real 
estate, to take in substitution thereof, from a person 
deemed to be a bona fide purchaser of such real estate, 
a new first mortgage thereon in an amount not in excess 
of the amount due on the existing first mortgage, plus 
the | accumulated interest, taxes, municipal liens and 
other proper charges thereon. The operation of the act 
protects the seller of an equity in real estate, enables 
banks and insurance companies to obtain more respon
sible debtors in connection with existing real estate 
loans, and in many cases eliminates the delay, expense 
andjosses attendant upon foreclosure.

Accordingly, I recommend that this act be given a 
further life of four years.
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2. T he C larificatio n  of Statu te  e x t e n d in g  th e  
C o n cu rren t  Ju risd iction  of the  Su p e r io r  
C ou rt  in  so f a r  as Said  Statu te  re la te s  to 
B an k s  and  B a n k in g .

Chapter 257 of the Acts of 1939 extended to the Supe
rior Court original jurisdiction, concurrently with the 
Supreme Judicial Court, of a number of proceedings and 
matters. In the legislative committee hearings upon the 
recommendations and petitions which resulted in the en
actment of said chapter 257, it was pointed out that 
proceedings and matters relating to banks and banking 
could be more effectively and expeditiously treated by 
the Supreme Judicial Court. It was the information of 
this Department and, as we believe, the intention of 
the Legislature, that the provisions of said chapter 257 
would not change the existing exclusive jurisdiction of 
the Supreme Judicial Court in the comparatively few 
statutory situations where such jurisdiction was already 
prescribed. This intention was borne out by the express 
wording of chapter 257, which excluded such situations 
from its operation by these words: . . other than
cases arising . . . under chapter one hundred and sixty- 
seven, relating to banks and banking. . . .” Chapter 
167 of the General Laws is the general statute relating 
to banks and banking, and the terms thereof generally 
apply to all banking institutions which are more specifi
cally regulated under other chapters of the General Laws. 
Because the wording of said chapter 257 expressly re
ferred only to said chapter 167, some question has arisen 
as to whether said chapter 257 clearly excludes from its 
operation certain sections of other banking statutes, 
more particularly section 40 of chapter 168, relating to 
the transfer of special trust funds; section 44 of chapter 
168, relating to the reduction of deposits in savings 
banks; section 18 of chapter 172, relating to the cancel
lation or other disposition of capital stock of certain 
trust companies; section 25 of chapter 172, relating to 
the enforcement of the liability of certain stockholders 
in trust companies; and section 90 of chapter 172, re
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lating to the enforcement of the statutory provisions 
governing conservatorship of certain trust companies.

While it is expected that only on rare occasions will 
matters contemplated by the foregoing sections be brought 
before the Supreme Judicial Court, nevertheless, because 
of the centralization of records and the great public in
terest which might be involved in such cases, it is be
lieved that the best interests of all parties concerned 
and the public will be served by retaining exclusive 
jurisdiction of such matters in the Supreme Judicial 
Court.

Accordingly, I recommend that chapter 257 of the 
Acts of 1939 be amended so as clearly to exclude the 
foregoing matters from its operation.

3. C la r ific a tio n  of St a t u t e  r e l a t in g  to B an k in g
C o m p a n ie s .

The first sentence of section 1 of chapter 172A of the 
General Laws, relating to Banking Companies, reads as 
follows:

Section 1. Any corporation established under chapter one hun
dred and fifty-six which has an unimpaired paid-in capital of not less 
than fifty thousand dollars and is conducting or proposes to conduct 
within the commonwealth the business of loaning money on the 
Morris plan, so called, or upon any similar plan, and in connection 
therewith receives or proposes to receive money in one payment or 
in instalments upon certificates issued by it, may be authorized to 
do the business of a banking company in the manner and subject to 
the conditions and limitations specified in this chapter; .

The peculiar wording of this sentence has given rise 
to many uncertainties as to exactly what types of busi
ness were intended to be included within its scope. We 
have been unable to find any specific method of loaning 
money or special method of doing business so clearly 
characteristic of the “ Morris Plan, so called” , as une
quivocally to distinguish such business or method from 
those of other classes of loaning institutions. It appears 
that the only definite distinguishing mark of a so-called
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Morris Plan Company is the use of “ Morris Plan in 
its name, and also the registered symbol, which is dia
mond-shaped and contains the legend “ Morris Plan. 
This circumstance places this Department in the awk
ward position of not knowing clearly the extent of its 
jurisdiction and its corresponding responsibilities. Any 
mistaken interpretation, however well intended, of the 
scope of jurisdiction conferred by this section might 
cause injustice by the erroneous inclusion or exclusion 
of certain corporations.

It is strongly recommended that all possible ambi
guity be removed. To accomplish this either of two 
changes would seem highly desirable: either the statute 
should contain a definition of “ Morris plan, so called,” 
or the operation of the statute should be restricted to 
those companies which are clearly genuine, authorized 
Morris Plan companies. This Department is at all times 
pleased to supply all available information to, and to 
confer with, representatives of the Legislature in any 
effort to arrive at a definition of “ Morris Plan, so called,” 
but until the exact legislative intent ceases to be de
batable, it does not appear expedient to offer any pro
posed definition at this time. If it is deemed desirable 
clearly to restrict the operation of chapter 172A to genu
ine, authorized Morris Plan companies, we believe that 
such desire could be effected by an amendment to the 
above-quoted sentence which would strike out reference 
to similar plans, and it is suggested that the accompany
ing draft would effectuate this alternative. Provision 
should be made to protect the status of any company 
which has become a banking company prior to this time.

4. M iscellan eou s .

This Department has under study at the present time 
various matters, particularly with respect to investments 
by various banking institutions and the operation of 
companies engaged in the financing of conditional sales 
contracts and insurance premium purchases. As a result
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of this study it may appear desirable at a later date to 
supplement the foregoing recommendations and sugges
tions for legislative action; and, in that event, supple
mentary recommendations or suggestions will be filed, 
accompanied by drafts of bills embodying the legislation 
recommended.






