
SENATE 164
To accompany the petition of Russell C. Sayre that provision be

made for the organization and supervision of industrial banks and
defining their powers and duties. Banks and Banking,

In the Year One Thousand Nine Hundred and Thirty-Four.

An Act to provide for the Supervision of Industrial
Banks.

Be it enacted by the Senate and House of Repre-
sentatives in General Court assembled, and by the
authority of the same, as follows:

1 Section 1. Section one of chapter one hundred
2 and sixty-seven of the General Laws is hereby amended
3 by inserting after the words “trust company” in
4 the third line the following: industrial bank,-
5 so as to read as follows: Section 1. In this chap-
-6 ter, unless the context otherwise requires, the fol-
-7 lowing words shall have the following meanings;
8 “Bank”, a savings bank, co-operative bank, trust
9 company, industrial bank or any person, partnership,

10 association, or corporation, incorporated or doing a

11 banking business in the commonwealth, subject to
12 the supervision of the commissioner of banks.
13 “Commissioner”, the commissioner of banks.
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1 Section 2. The General Laws are hereby
2 amended by inserting after chapter one hundred and
3 seventy-two the following new chapter:

4
Industrial Banks.o

6 GENERAL provisions

7 Definitions.
8 Section 1. Whenever used in this chapter, unless
9 the context otherwise requires, the words “industrial

10 banks” or “such corporation” means an industrial
11 bank incorporated as such in the commonwealth,
12 and the word “commissioner”, means the commis-
-13 sioner of banks.

14 Corporations subject to this Chapter.
15 Section 2. All industrial banks shall be subject
16 to this chapter.

Use of Words “Industrial Banks’ ’ as Name.17

18 Section 3. No person or association or corpora-
-19 tion, excepting banks, shall use in the name or title
20 under which his or its business is transacted the words
21 “Industrial Bank” even though said words may be
22 separated in such name or title by one or more other
23 words, or advertise or put forth a sign as an industrial
24 bank or in any way solicit or receive deposits as

25 such. Whoever violates this section shall forfeit
26 one hundred dollars for each day during which such
27 violation continues.

Chapter 172A.
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28 Limit of Time for Organization.
29 Section J+. An industrial bank shall organize and
30 begin business within six months from the date of its
31 incorporation, otherwise its charter shall become void.

32 INCORPORATION UNDER GENERAL LAW

33 Who may incorporate.

34 Section 5. Fifteen or more persons who associate
35 themselves by a written agreement for the purpose
36 of forming an industrial bank may, upon compliance
37 with sections five to ten inclusive, become a corpo-
-38 ration, with all the powers and privileges and subject
39 to all the duties, restrictions and liabilities set forth
40 in all general laws relating to such corporations.

41 Agreement of Association.
42 Section 6. Said agreement shall set forth that the
43 subscribers thereto associate themselves with the
44 intention of forming a corporation, and shall spe-
-45 cifically state
46 First, The name by which the corporation shall be
47 known.
48 Second, The purpose for which it is formed.
49 Third, The city or town, which shall be within
50 the commonwealth, where its business is to be trans-
-51 acted.
52 Fourth, The amount of its capital stock, and the
53 number of shares into which it is to be divided.
54 Each association shall subscribe to the articles his
55 name, residence, post office address and the number
56 of shares of stock which he agrees to take.
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57 Notice of Intention to Form Industrial Bank.
58 Section 7. A notice of the intention of the sub-
-59 scribers to form such an industrial bank shall be
60 given to the board of bank incorporation. A notice
61 in such form as said board shall approve shall be
62 published at least once a week, for three successive
63 weeks, in one or more newspapers designated by said
64 board, and published in the city or town in which it
65 is proposed to establish the bank. Such notice shall
66 specify the names of the proposed incorporators, the
67 name of the corporation and the location of the
68 same, as set forth in the above mentioned agreement
69 of association. Within thirty days after the first
70 publication of said notice the subscribers to said
71 agreement shall apply to said board for a certificate
72 that public convenience and advantage will be pro-
-73 moted by the establishment of such industrial bank.
74 If the board refuses to issue such certificate, no fur-
-75 ther proceedings shall be had, but the application
76 may be renewed after one year from the date of such
77 refusal, without further notice or publication unless
78 the board shall order it.

80 Section 8. The first meeting of the subscribers to
81 the agreement of association shall be called by a
82 notice signed either by that subscriber to the agree-
-83 ment who is designated therein for the purpose, or
84 by a majority of the subscribers; and such notice
85 shall state the time, place and purposes of the meet-
-86 ing. A copy of the notice shall, seven days at least
87 before the day appointed for the meeting, be given
88 to each subscriber or left at his residence or usual

79 First Meeting.
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place of business, or deposited in the post office,
postage prepaid, and addressed to him at his resi-
dence or usual place of business, and another copy
thereof and an affidavit of one of the signers that the
notice has been duly served shall be recorded with
the records of the corporation.
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If all the incorporators shall in writing, endorsed
upon the agreement of association, waive such notice
and fix the time and place of the meeting, no notice
shall be required. The subscribers to the agreement
of association shall hold the franchise until the
organization has been completed. At such first
meeting, or at any adjournment thereof, the in-
corporators shall organize by the choice by ballot
of a temporary clerk, by the adoption of by-laws and
by the election in such manner as the by-laws may
determine, of directors, a president, a clerk, and such
other officers as the by-laws prescribe. All the
officers so elected shall be sworn to the faithful per-
formance of their duties. The temporary clerk shall
make and attest a record of the proceedings until the
clerk has been chosen and sworn, including a record
of such choice and qualification.
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112 Certificates of Organization and Incorporation.
113 Section 9. The president, and a majority of the
114 directors elected at such first meeting, shall make,
115 sign and make oath to, articles in duplicate setting
116 forth
117 (a) A true copy of the agreement of association,
118 the names of the subscribers thereto, and the name,
119 residence and post office address of each of the of-
-120 ficers of the company;
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121 (6) The date of the first meeting and the succes-
-122 sive adjournments thereof, if any.
123 One of such certificates shall be submitted to the
124 commissioner, and the other, together with the
125 records of the proposed corporation, to the corn-
-126 missioner of corporations and taxation, who shall
127 examine the same, and who may require such amend-
-128 ment thereof or such additional information as he
129 may consider necessary. If he finds that the articles
130 conform to the four preceding sections relative to the
131 organization of the corporation and that section
132 seven has been complied with, he shall so certify and
133 endorse his approval thereon. The articles shall be
134 filed within thirty days thereafter in the office of the
135 state secretary, who, upon payment of a fee equal to
136 one twentieth of one per cent of the capital stock of
137 said corporation as set forth in said articles, shall
138 cause the same with the endorsement thereon, to be
139 recorded, and shall thereupon issue a certificate of
140 incorporation in the following form:

141 Commonwealth of Massachusetts,

142 Be it known that whereas (the names of the subscribers to
143 the agreement of association) have associated themselves with
144 the intention of forming a corporation under the name of (the
145 name of the corporation), for the purpose (the purpose declared
146 in the agreement of association), with a capital stock of (the

147 amount fixed in the agreement of association), and have com-
-148 plied with the statutes of the commonwealth in such case made
149 and provided, as appears from the articles of organization of
150 said corporation, duly approved by the commissioner of cor-
-151 porations and taxation and recorded in this office: now, therefore,
152 I (the name of the state secretary), secretary of the common-
-153 wealth of Massachusetts, do hereby certify that said (the names
154 of the subscribers to the agreement of association), their asso-
-155 ciates and successors, are legally organized and established as,
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156 and are hereby made, an existing corporation under the name
107 of (name of the corporation), with the powers, rights and privi-
-158 leges, and subject to the limitations, duties and restrictions,
159 which by law appertain thereto.
160 Witness my official signature hereunto subscribed, and the
161 great seal of the commonwealth of Massachusetts hereunto
162 affixed, this day of in
163 the year
164 (the date of the filing of the articles of organization).

165 The state secretary shall sign the certificate of in-
-166 corporation and cause the great seal of the corn-
-167 monwealth to be thereto affixed, and such certificate
168 shall have the force and effect of a special charter.
169 The existence of every corporation not created by
170 special law shall begin upon the filing of the articles
171 of organization in the office of the state secretary.
172 He shall also cause a record of the certificate of in-
-173 corporation to be made, and such certificate, or such
174 record, or a certified copy thereof, shall be conclu-
-175 sive evidence of the existence of such corporation.

176 Certificate 'permitting Business.
177 Section 10. When the whole capital stock has
178 been issued, a new list of the stockholders, with the
179 name, residence and post office address of each, and
180 the number of shares held by each, shall be filed wdth
181 the board of bank incorporation, which list shall be
182 verified by the two principal officers of the corpo-
-183 ration. Upon receipt of such list said board shall
184 cause an examination to be made of the method of
185 payment of the capital stock, of the personnel of the
186 corporation, including the officers and directors
187 thereof, and if, after such examination, it appears

188 that the whole capital stock has been paid in cash,
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189 and that all requirements of law have been complied
190 with, said board shall, if satisfied that the public
191 convenience and advantage will be promoted thereby,
192 issue a certificate authorizing such corporation to
193 begin the transaction of business. It shall be un-
-194 lawful for any such corporation to begin the trans-
-195 action of business until such a certificate has been
196 granted.
197 Section 11. Any corporation organized under the
198 laws of the commonwealth and transacting business
199 therein on the day this act becomes effective, may
200 adopt as part of its charter this chapter, by a ma-
-201 jority vote of the stock represented at a special
202 meeting called for the purpose and by filing, within
203 ten days from the date of such meeting, with the
204 state secretary and with the commissioner a cer-
-205 tificate sworn to by the clerk of such corporation and
206 stating such adoption, and within one year after this
207 act becomes effective, complying with the require-
-208 ments of this chapter relating to the organization of
209 industrial banks so far as applicable.

210 OFFICERS AND BY-LAWS.

211 Officers.
212 Section 12. The officers of such corporation shall
213 be a president, clerk or secretary, a board of not less
214 than seven directors, a treasurer or actuary or both,
215 and such other officers as may be prescribed by its
216 by-laws and they shall be sworn to the faithful per-
-217 formance of their duties.

218 Choice of Officers.
219 Section 13. The officers of such corporation, ex-
-220 cept the treasurer, actuary, and the members of the
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221 investment committee, shall be chosen at its annual
meeting. The treasurer and actuary shall be ap-
pointed by the directors, shall hold their respective
offices during the pleasure of the board of directors
and shall give bond to said board in such amounts
and with such surety or sureties and conditions as
the commissioner may prescribe. The treasurer and
actuary, and any other officers and employees re-
quired to give bond, may be included in one or more
blanket or schedule bonds; provided, that such
bonds are approved by the commissioner as to the
amounts and conditions thereof and as to the sure-
ties thereon. The board of directors may fill, until
the next annual meeting, any vacancies in offices that
may occur.

999
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Directors.236
Section 14- No person shall be a director in any

such corporation unless he is a stockholder of record
holding unpledged stock therein of an aggregate par
value of not less than five hundred dollars. A ma-
jorityof the directors shall be citizens of and resident
in the commonwealth and not more than one third
of the directors shall be directors in any other such
corporation.
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By-Laws Quorum.245

Section 15. Such corporation may adopt by-laws
for the proper management of its affairs, may es-
tablish regulations controlling the assignment and
transfer of its shares and may determine what num-

ber of shares shall be represented at any meeting to
constitute a quorum. If the quorum is not so de-
termined, a majority in interest of the stockholders
shall be a quorum.
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254 Certain Fees, etc., to Officers, Employees and At-
-255 torney’s prohibited.

256 Section 16. No officer, director, employee or at-
-257 torney of an industrial bank shall be a beneficiary of
258 or receive, directly or indirectly, any fee, commission,
259 gift, or other consideration for or in connection with
260 any business of such corporation. This section shall
261 not prohibit any such officer, director, employee or
262 attorney from receiving interest on a deposit made
263 by him or his usual salary or director’s fee or a rea-
-264 sonable fee for services rendered to such corporation
265 or from borrowing from such corporation in accord-
-266 ance with law, or from sharing in commissions, profits
267 or other benefits derived by any firm, association or
268 corporation, in which he is interested, arising out of
269 any transaction with said industrial bank in or in
270 relation to securities if such transaction is made in
271 the regular course of business upon terms as favor-
-272 able to the industrial bank as those offered to other
273 persons, or if any such transaction is authorized
274 either by the affirmative vote or the written assent
275 of a majority of those members of the industrial
276 bank’s board of directors who are not interested in
277 such transaction otherwise than as directors as afore-
-278 said; provided, however, that the commissioner
279 may require a full disclosure to be made on such
280 forms as he may prescribe, by regulation or other-
-281 wise, of all commissions, profits and other benefits
282 realized in any such transaction in or in relation to
283 securities.

284 Penalty.

285 Section 17. Whoever violates any provision of the
286 preceding section shall be punished by a fine not
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287 exceeding five thousand dollars or by imprisonment
288 for not more than one year, or both.

289 STOCK AND STOCKHOLDERS.

Capital Stock Amount, Issue, Increase, Decrease.290
Section 18. The capital stock of such corpora-

tion shall be not less than two hundred thousand
dollars, except that in a city or town whose popula-
tion numbers not exceeding three hundred thousand
but exceeding one hundred thousand, the capital
stock may be not less than one hundred thousand
dollars; and in a city or town whose population
numbers not exceeding one hundred thousand but
exceeding fifty thousand, the capital stock may be
not less than fifty thousand dollars; and in a city
or town whose population numbers not exceeding
fifty thousand, not less than twenty-five thousand
dollars. The capital stock shall be divided into
shares of the par value of not more than one hun-
dred dollars each. No business shall be transacted
by such corporation until the whole amount of its
capital stock is subscribed for and actually paid in.
No stock shall be issued by any such corporation
under this section until the par value thereof shall be
fully paid in in cash or is in its possession as surplus;
provided, that no stock shall be issued against sur-

plus unless the surplus remaining after such issue
shall amount to at least fifty per cent of the total
capital stock of such corporation after such increase.
Any such corporation may, subject to the approval
of the commissioner, increase or reduce its capital
stock in the manner provided by section forty-one,
section forty-four, and the first sentence of section
forty-five, all of chapter one hundred and fifty-six of
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320 the General Laws; provided, that in the case of a
321 reduction as aforesaid the capital stock as so reduced
322 shall not be less than the amount required by this
323 section. Any such corporation may decrease the par
324 value of its shares in the manner provided by sections
325 forty-one and forty-three of said chapter one hundred
326 and fifty-six.

327 PUBLIC SUPERVISION.

Returns to Commissioner.328
Section 19. Such corporation shall at such times

as the commissioner orders, but not exceeding five
times within any calendar year, and within ten days
after a day designated in the order, make a return to
the commissioner, signed and sworn to by its presi-
dent and secretary, treasurer or actuary and not
less than four of its board of directors, showing accu-
rately the condition of such corporation at the close
of business on the day designated, and said return
shall specify; capital stock; amount of all money
and property in detail in the possession or charge
of said corporation as deposits; amount of deposits
payable on demand or within ten days; number of
depositors; investments in authorized loans of the
United States or any of the New England states,
counties, cities or towns; investments in bank stock,
railroad stock and railroad bonds, stating amount
in each; loan on notes of corporations; loans on
notes of individuals; loans on mortgages of real
estate; cash on hand; rate, amount and date of
dividends since last return; and such other infor-
mation as the commissioner orders. Such return
shall be in the form of a trial balance of its books and
shall specify the different kinds of its liabilities and
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353 assets, with the amount of each kind, in accordance
354 with a blank form furnished by the commissioner
355 and shall be published by and at the expense of such
356 corporation in a newspaper of the city or town where
357 such corporation is located, at such times and in such
358 manner as may be directed by the commissioner.

359 Examination hy Commissioner.
360 Section 20. The commissioner shall have access
361 to the vaults, books and papers of such corporation,
362 and shall inspect, examine and inquire into its affairs
363 and take proceedings in regard to it in the same
364 manner and to the same extent as if it were a savings
365 bank.
366 powers.

367 Deposits.

368 Section 21. Such corporation may receive on de-
-369 posit money, checks, drafts, money orders, currency
370 and evidence of debt with or without agreements for

l371 regular periodic payments in a fixed amount, for a
372 definite period of time and upon terms, interest
373 rates or conditions to be agreed upon. Such de-
-374 posits shall be general deposits, and may be made
375 by corporations and persons acting individually or
376 in any fiduciary capacity. Such corporation shall
377 not give collateral or other security for a deposit of
378 money received under this section, except that it
379 may make such a deposit of securities as may be
380 required by the laws of the United States or the
381 rules and regulations of the trustees of the postal
382 savings system as security for deposits of postal
383 savings funds made with such corporation and may
384 give such collateral or other security for deposits of
385 public or other funds as may be required by any
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386 public authority making such deposit or controlling
387 the terms upon which they may be made.

389 Section 22. No such corporation shall allow a
390 time deposit represented by a certificate or written
391 agreement to be withdrawn before the time specified
392 therein and, where such certificate or agreement does
393 not specify any definite date for withdrawal, no such
394 corporation shall allow such deposit to be withdrawn
395 without receiving written notice of at least thirty
396 days. Originals or duplicates of all agreements in
397 reference to time deposits shall be kept on file by
398 such corporations and submitted to the commissioner
399 at his request. Any such corporation violating this
400 section shall be punished by a fine of not more than
401 one thousand dollars
402 Section 23. Deposits received under section
403 twenty-one may be withdrawn by the depositor in
404 whole or in part upon surrender of his certificate or

405 other evidence of deposit and/or due notation thereof
406 on his pass book but such corporation shall have the
407 right at any time to require the depositor to give
408 ninety days written notice of his intention to make
409 any withdrawal; deposits may not be withdrawn by
410 check.
411 However, no such corporation shall receive or

412 have on deposit at any time aggregate deposits of
413 money in excess of seven and one half times the
414 total of its paid in capital, surplus and undivided
415 profits, except that deposits made under agreement
416 for deposit pledged or hypothecated with it for a
417 loan shall not be included in the calculation for this
418 purpose of its aggregate deposits of money.

388 Time Deposits.
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Section 24- Such corporation may enter into
agreements for deposit and receive deposits there-
under in instalments or otherwise, with or without
allowance of interest on such instalments, whether
such deposits be pledged or hypothecated for a loan
from such corporation or not and may enter into
contracts in the nature of a pledge or otherwise
with said depositor with regard to said agreement for
deposit securing any loan, and no such transaction
shall in any way be construed to affect the rate of
interest on such loan, and such pledged agreement
for deposit and the note or obligation or written
promise to repay such loan shall always be considered
to be separate instruments. Provided, however,
that no such agreement for deposit shall be made
wherein the aggregate amount of the deposits agreed
to be paid thereunder shall be in excess of the face
amount of the note with respect thereto and, further,
that agreements for deposit pledged or hypothecated
for a loan with such corporation shall not require a
total of deposits in excess of the actual amount of the
proceeds of the loan plus any interest or discount
which may be taken in advance plus all other charges
or expenses, the total of all of which shall not exceed
the maximum lawful rate for interest, discount
charges or expenses established by or under this
chapter and, further, that the maturity date of the
agreement for deposit shall be substantially the
same as the due date of the loan for which it is
pledged or hypothecated and, further, that, with the
exception of the last instalment deposit, no deposit
in excess of the equal weekly, semi-monthly, monthly
or other periodic deposits extending over the entire
period for which the loan is made shall be required
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by the terms of such agreement for deposit payable
in instalments which has been so pledged or hy-
pothecated; and such instalment deposits shall not
be construed to be payments on such loans.
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457 In its agreements for deposit pledged or hypothe-

cated with such corporation as security for a loan
as herein provided, such corporation may provide
that, in the event that such loan is repaid by the
borrower from other or independent resources, de-
posits made thereunder may be converted into a
deposit thenceforth bearing interest, if any, in
common with other general deposits of such corpo-
ration and, if such converted deposit be not with-
drawn within a period of six months after such con-
version, the depositor may further be allowed in-
terest, at a rate to be agreed upon, upon the instal-
ment deposit made under such agreement for -de-
posit on and from the times such instalment deposits
have been made up to the time of such conversion.
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472 Section 25. The total liability to any such cor-

poration of any person, corporation, association,
trust or firm for money borrowed, including in such
liability of any corporation, association, trust or firm
the liabilities of the several members, directors, part-
ners or trustees thereof, shall at no time exceed ten
per cent of the aggregate of the paid in capital, sur-
plus and undivided profits of such corporation, but
the discount or purchase of bona fide bills of ex-
change or acceptance drawn against actually existing
values and the discount or purchase of commercial
or business paper, leases, conditional sale agreements,
mortgages, or other contracts or choses in action
actually owned by any person, corporation, asso-
ciation, trust or firm negotiating or selling the same
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shall not be considered money so borrowed even
though such negotiator or seller remains or becomes
secondarily or contingently liable thereon or therefor
to such corporation.

487
488
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Section 26. No such corporation shall charge for
or receive on any loan made by it, as contemplated
by section twenty-four or otherwise, an amount for
interest, discount, charges and expenses which ex-
ceeds in the aggregate an amount equivalent to
twelve per centum per annum upon the face amount
of the note, deducted at the time the loan is made,
when the note is of the amount of five hundred
dollars or less, or an amount equivalent to nine per
centum per annum upon the face amount of the
note, deducted at the time the loan is made, when
the note is of an amount in excess of five hundred
dollars. Where such corporation charges as dis-
count or receives as interest a less amount than the
equivalent of twelve per cent or nine per cent com-
puted as above it may provide in its note and/or its
agreement for deposit, pledged or hypothecated
with it for a loan, for the imposition of, and such
corporation may impose delinquency charges and
expenses of collection including attorneys’ fees as
agreed in the event of default in the terms or pro-
visions of the loan and/or note and/or agreement
for deposit with respect to such loan or note, pro-
vided, however, that the aggregate of such de-
linquency charges and the discount or interest and
expenses charged for or received by such corpora-
tion on any loan shall not exceed an amount equiva-
lent to twelve per centum per annum upon the face
amount of the note, deducted at the time the loan is
made, when the note is of the amount of five hun-
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521 dred dollars or less, or an amount equivalent to
522 nine per centum per annum upon the face amount
523 of the note, deducted at the time the loan is made,
524 when the note is of an amount in excess of five
525 hundred dollars; and no further charge, bonus, fee
526 or demand of any nature whatsoever shall be charged
527 or received on any loan.

528 LOANS AND INVESTMENT OF FUNDS.

Section 27. Such corporation may, subject to the
limitations contained in this chapter, advance money
or credits, whether capital or general deposits, on real
estate situated in the commonwealth to the maxi-
mum extent of ten per centum of its total deposits;
and on personal property and on notes or other writ-
ten evidences of indebtedness and promises of re-
payment bearing the signatures of one or more per-
sons as co-makers and/or endorsers or on its own
time or other deposits or on other choses in action,
on terms to be agreed upon, with an agreement for
deposit assigned to it as security as provided by sec-
tion twenty-four, and also invest its money or

credits, whether capital or general deposits, in the
bonds or other evidences of indebtedness of the
United States or of the commonwealth of Massa-
chusetts, or of any county, city or town thereof or,
to a maximum extent of ten per centum of its total
deposits, in the stocks, bonds or other evidences of
indebtedness of corporations, associations, or trusts,
both as defined in chapter one hundred and eighty-
two of the General Laws.
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552 Section 28. No such corporation shall as agent,
553 buy, sell or negotiate securities or evidences of debt
554 on which such corporation may not lawfully advance
555 money or credits, nor as such agent buy, sell or
556 negotiate evidences of debts secured exclusively by
557 real estate under mortgage or deed of trust.

May hold Real Estate Suitable for its Business.558
Section 29. Such corporation may hold real estate

suitable for the transaction of its business, provided
that if the aggregate amount invested and proposed
to be invested therein, including the cost of altera-
tions and additions in the nature of permanent fix-
tures, exceeds, directly or indirectly, twenty-five per
cent of its capital actually paid in, its surplus and
undivided profits, any such excess investment shall
be made only with the approval of the commissioner.
The amount of any mortgage on real estate owned
by an industrial bank directly or indirectly and in
whole or in part used by it for the transaction of its
business, and the amount of money invested by an
industrial bank in the securities of any corporation,
trust or other organization which holds real estate
in whole or in part used for the transaction of the
business of such industrial bank or intended for such
use, shall be included in determining the amount of
real estate that may be held by such industrial bank
under this section; however, the amount invested
in real estate on which such corporation has, is
given or obtains a mortgage or other lien as se-

curity for a loan and which such corporation finds
it necessary or advisable to take over upon default
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583 in the loan or when such corporation deems the
584 loan insecure, shall not be included in such deter-
585 mination.

586 RESERVES.

587 Section 30. Any such corporation shall at all
588 times have on hand as a reserve an amount equal to
589 at least ten per cent of the aggregate amount of its
590 deposits of money, exclusive of all time deposits
591 represented by certificates or written agreements
592 and exclusive of all sums paid in on agreements for
593 deposit pledged or hypothecated with it for a loan;
594 but, whenever such time deposits may be withdrawn
595 within thirty days, they shall be subject to the
596 reserve requirements of this chapter. The treas-
-597 urer of any such corporation or other officer or em-
-598 ployee thereof charged with the duties and functions
599 usually performed by the treasurer, shall report in
600 writing to the commissioner once in each week a
601 statement of its reserves for each business day of
602 the preceding week. Any such officer or employee
603 who neglects or fails to make such report as above
604 provided shall be punished by a fine of not more than
605 five hundred dollars or by imprisonment for not more
606 than six months, or both.

607 Composition of Reserve.
608 Section 31. Not less than two fifths of such re-

-609 serve shall consist of lawful money of the United
610 States, gold certificates, silver certificates, or notes
611 and bills issued by any lawfully organized national
612 banking association or federal reserve bank, or bonds
613 of the United States or of this commonwealth corn-

-614 puted at their fair market value which are the ab-
-615 solute property and in the possession of such corpo-
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616 ration, or of certificates of indebtedness of the United
61/ States; and at least one half of the said two fifths
618 of such reserve shall consist of lawful money of the619 United States, gold certificates, silver certificates, or
620 notes and bills issued by any lawfully organized
621 national banking association or federal reserve bank.
622 4he remainder of such reserve may consist of bal-
-623 ances, payable on demand, due from any trust
624 company in the commonwealth authorized to act as
625 reserve agent, or from any national banking asso-
-626 ciation doing business either in this commonwealth
627 or in the cities of New York, Philadelphia, Chicago
628 or Albany, or from the Federal Reserve Bank of
629 Boston. A portion of such remainder, not exceed-
-630 mg one third, may consist of bonds of the United
631 States or of this commonwealth computed at their
632 fair market value, which are the absolute property
630 and in possession of such corporation; provided,
634 that the aggregate amount of lawful money, bonds
635 and certificates of indebtedness of the United States,
636 bonds of this commonwealth, and gold certificates,
637 silver certificates and notes and bills issued by any
638 lawfully organized national banking association or
639 federal reserve bank held by such corporation shall
640 at all times be equal to at least five per cent of the
641 aggregate amount of all its time and demand de-
-642 posits, exclusive of all sums paid in on agreements
643 for deposit pledged or hypothecated with it for a
644 loan.
645 Surplus Fund.
646 Section 32. The directors of any such corporation
647 may declare dividends of so much of the net profits of
648 such corporation as they shall judge expedient; but
649 such corporation shall, before the declaration of a
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650 dividend from the net profits, carry one tenth part
651 of its net profits of the preceding period for which
652 said dividend is paid, to its surplus fund until the
653 same shall amount to fifty per centum of its cap-
-654 ital stock. No such corporation or stockholder
655 thereof shall, during the time it continues its bank-
-656 ing operations, withdraw or permit to be with-
-657 drawn, either in the form of dividends or otherwise,
658 any portion of its capital. No dividend shall be
659 paid by any such corporation while it continues its
660 banking operations, to an amount greater than its
661 net profits then on hand, exclusive of the surplus
662 fund provided for in this section, after deducting
663 from such net profits its losses and bad debts. All
664 debts due to any such corporation on which interest
665 is due and unpaid for a period of six months, unless
666 the same are well secured and in process of collec-
-667 tion, shall be considered bad debts within the mean-
-668 ing of this section. But nothing in this section shall
669 prevent the reduction of the capital stock as pro-
-670 vided for in section eighteen.

672 Section 33. The commissioner of banks may
673 authorize in writing any such corporation to main-
-674 tain one or more branch offices; provided, that in
675 any town the population of which according to the
676 last preceding state or national census does not ex-
-677 ceed fifty thousand, not more than one such branch,
678 and in any town the population of which according to
679 such census exceeds fifty thousand but does not
680 exceed one hundred thousand not more than two
681 branches, shall so be authorized.
682 No such corporation shall maintain a branch

671 Branch Office.
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683 office except as provided herein but the restrictions
684 of this section shall not extend to branch offices
68,5 authorized prior to January first, nineteen hundred
686 and thirty-four.

687 Taxation.
688 Section 34. Section one of chapter sixty-three of
689 the General Laws is hereby amended by inserting
690 after the words “Any bank” in the third line the
691 following:— industrial bank, —so as to read as
692 follows ; Section 1. Definitions. When used in
693 this section, and in sections two to seven, inclusive,
694 the following terms shall have the following meanings:
690 “Bank”, Any bank, industrial bank, banking
696 association or trust company doing business within
697 the commonwealth, whether of issue or not, exist-
-698 ing by authority of the United States or of a foreign
699 country, or of any law of the commonwealth not
700 contained in chapters one hundred and sixty-eight
701 to one hundred and seventy-one, inclusive, and
702 chapters one hundred and seventy-three and one
703 hundred and seventy-four.

704 SECTIONS EIGHTY-SIX TO ONE HUNDRED AND TEN
705 BOTH INCLUSIVE OF CHAPTER ONE HUNDRED
706 AND FORTY NOT A PPLin 4 RI.TT,AND FORTY NOT APPLICABLE.

707 Section 35. The provisions of sections eighty-six
708 to one hundred and ten both inclusive of chapter
709 one hundred and forty of the General Laws shall
710 not apply to industrial banks incorporated under
711 this chapter.




