
HOUSE 1285

House of Representatives, March 23, 1933.

The committee on Banks and Banking, to whom
was referred the message from His Excellency the Gov-
ernor recommending legislation to make it possible
for such state banking institutions as are now under
restrictions to resume business in full (House, No. 1269),
report (in part) the accompanying bill (House, No.
1285),

For the committee

DONALD N. SLEEPER
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In the Year One Thousand Nine Hundred and Thirty-Three.

An Act facilitating the Reorganization of Certain Trust
Companies.

1 Whereas, The present banking emergency requires
2 that this act be effective forthwith, therefore it is
3 hereby declared to be an emergency law, necessary
4 for the immediate preservation of the public safety
5 and convenience.

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. Whenever in the opinion of the com-
-2 missioner of banks, hereinafter called the commissioner,
3 any trust company requires reorganization and a plan
4 for reorganization hereunder has been approved by
5 him as fair and equitable to all depositors, creditors
6 and shareholders thereof and as being in the public
7 interest, such plan may be carried out under and
8 subject to the provisions of this act, but nothing
9 herein shall preclude a reorganization in any other

10 manner authorized by law. Any plan so approved
11 shall become effective upon such approval, except
12 that if it involves a reduction of amounts due de-
-13 positors and other creditors it shall become effective
14 as provided in section two.
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1 Section 2. The commissioner, in his discretion,
2 may cause the fair value of the assets of any such
3 trust company to be ascertained and thereafter de-
-4 termine what, if any, reduction of the deposit account
5 or other claim of each depositor or creditor must be
6 made in order to restore the trust company to a sol-
-7 vent condition and to provide for a capital structure
S in such amount or proportion as he deems advisable,
9 and he may, in his discretion, approve a plan of re-

-10 organization involving such a reduction, if such plan
11 meets the conditions required for approval under
12 section one. The commissioner shall cause at least
13 five days notice of such plan to be given, in such
14 manner as he may require, to each depositor and
15 other creditor of the trust company who shall not
16 have previously assented in writing thereto except
17 those having claims which are proposed to be paid
18 in full or to be retained as liabilities at their full
19 amounts, of the amount or percentage of reduction as
20 so determined. After depositors and other creditors
21 of the trust company representing at least two thirds
22 in amount of the total deposit and other liabilities in
23 its commercial department and in its savings depart-

24 ment, respectively, as shown by the books of the
25 trust company, except liabilities of depositors and

tic

26 creditors constituting claims as aforesaid, and holder
27 of at least a majority of the stock of the trust com-
28 pany outstanding and entitled to vote, shall have
29 assented in writing to the plan, the supreme judicial
30 court for the county where the principal office of the
31 trust company is located, on petition of the comir

B 2 sioner and after notice to the trust company, may

33 authorize or order a reduction of the deposit account
34 or other claim of each depositor or creditor in the
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35 respective departments in such trust company in
ice with the plan of reorganization, so as to

17 divide the loss equitably among the depositors and
her creditors in the respective departments afore-

39 said; provided, that notwithstanding the fact that
40 the holders of a majority of the stock of the trust
41 company outstanding and entitled to vote shall not
42 have assented to the plan approved, the court may
43 authorize or order a reduction as aforesaid, and may

44 make such further order with respect to such stock
45 or the holders thereof as justice and equity may re
46 quire. The approved plan of reorganization as af
47 fected by the decree of the court shall, upon the entry
48 thereof, become effective

1 Section 3. In any reorganization of a trust con
2 panv the plan for which shall have become effective

n, all depositors, creditors and stock-iroy

rs thereof, whether or not thev shall have

i such plan, shall be fully and in all respecJr

6 subject to and bound by the provisions of such pi■c

f ail depositors, creditors and stockholder
11 be treated as if they had assented to such plan

luation placed upon the assets of the trust
10 company bv the commissioner shall be final and

1 conclusive upon all such depositors, creditors and
12 stockholders and all other persons

1 Section 4. When any, plan of reorganization be-
comes effective, all books, records and assets of the

company as reorganized shall be disposed of in
4 accordance with such plan and the affairs thereof shall

conducted in accordance with law and subject to
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6 the conditions, restrictions and limitations which may
7 have been prescribed by the commissioner.

1 Section 5. At any time after a conservator shall
2 have been appointed for any trust company as pro-
3 vided in section eighty-three of chapter one hundred
4 and seventy-two of the General Laws, the commis-
-5 sioner may enforce the individual liability of stock-
-6 holders therein, as described in the first sentence of
7 section twenty-four of said chapter one hundred and
8 seventy-two, in the manner and subject to the pro-
-9 visions set forth in section twenty-four of chapter

10 one hundred and sixty-seven of the General Laws,
11 and upon order or decree of the supreme judicial
12 court for the county where the principal office of the
13 trust company is located may compromise or com-
-14 pound the individual statutory liability of any or all
15 of the stockholders of such trust company, including
16 those who may have subscribed to stock or otherwise
17 furnished funds to assist in a reorganization here-
-18 under, in an amount or amounts approved by the
19 commissioner. In the event of resumption of business
20 by a trust company as provided in section twenty-
-21 three of said chapter one hundred and sixty-seven or
22 section eighty-eight of said chapter one hundred and
23 seventy-two, the commissioner may retain the right
24 to enforce in behalf and for the benefit of the trust
25 company the individual liability of its stockholders
26 who shall not have assisted in a reorganization here-
-27 under or whose liability shall not have been com-

-28 promised or compounded as hereinbefore provided,
29 and may enforce such liability in the manner and
30 subject to the provisions set forth in said section
31 twenty-four of said chapter one hundred and sixty-
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32 seven; and the expense of the enforcement thereof
33 shall be paid from the funds of the trust company,
34 and any sums collected by the commissioner as a
35 result thereof shall be paid into the trust company.

1 Section 6. Any trust companyreorganizing under
2 this act or resuming business under section twenty-

three of chapter one hundred and sixty-seven of the
4 General Laws or section eighty-eight of chapter one

5 hundred and seventy-two of the General Laws, with
6 the approval of the commissioner and if authorized
7 by vote of stockholders owning a majority of the
8 shares of stock thereof outstanding and entitled to
9 vote, at a meeting duly called for the purpose, may

10 issue participating certificates, and preferred stock cf
11 a par value of not less than ten dollars per share, in
12 such amount or amounts and in such classes, for cash
13 or such other good and valuable consideration and
14 subject to such provisions, preferences, voting powers,
15 restrictions or qualifications as shall be approved by
16 the commissioner, and may make such amendments
17 in its agreement of association or in its articles of or-
-18 ganization as may be necessary for any such purpose;
19 but in the case of any newly organized trust company
20 which has not yet issued capital stock, the require-
-21 ment of vote of stockholders shall not apply but in
22 such case a vote of a majority of the incorporators
23 shall be required. Any or ail classes of such pre-
-24 ferred stock or certificates provided for herein may be
25 set up upon the books of such trust company in such
26 manner and in such amounts as the commissioner
27 may approve.

1 Section 7. (a) The holders of such preferred stock
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2 or certificates shall be entitled to such earned divi-
-3 deeds or interest thereon as the commissioner shall
4 approve, not in excess of six per cent per annum.
5 The holders of any and all classes of such preferred
6 stock or of such certificates shall not be held indi-
-7 vidually responsible as such holders for any contracts,
8 debts or engagements of such trust company and
9 shall not be liable for assessment to restore impair-

10 ments in the capital of such trust company as now
11 provided by law with reference to holders of capital
12 stock. The words “common stock” or “capital
13 stock”, as used in this act, shall not include preferred
14 stock or certificates issued under this act.
15 (6) No dividends shall be declared or paid on
16 common stock until the dividends or interest payable
17 on such preferred stock and certificates as herein
18 provided shall have been paid in full, and if such
19 trust company is placed in voluntary liquidation, or
20 a conservator is appointed therefor, or the commis-
-21 sioner shall take possession thereof, no payments
22 shall be made to the holders of the common stock
23 until the holders of all classes of preferred stock or
24 such certificates are paid in full together with any
25 declared dividends or interest due thereon in accord-
-26 ance with the provisions of this act.
27 (c) To carry out the provisions of this act, the
28 commissioner of corporations and taxation from time
29 to time may prescribe such rules and regulations, re-
-30 lating to the filing of said articles of amendment and
31 other instruments, as he may deem necessary or de-
-32 sirable, and may fix the fee for such filing.

1 Section 8. Any bank as defined in section one of
2 chapter one hundred and sixty-seven of the General
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3 Laws with the approval of the commissioner, or the
4 commonwealth or any political subdivision thereof,
5 or any charitable or religious institution or organ-
-6 ization, or any person or corporation acting as fidu-
-7 ciary, in addition to all other powers conferred upon
8 them by law, may substitute or exchange in whole
9 or in part for the equivalent of par value of preferred

10 stock or certificates as herein provided of any such
11 trust company, their deposits therein, and for the
12 equivalent of par value of preferred stock of a national
13 banking association in the hands of a conservator or
14 receiver, their deposits therein. It shall be lawful for
15 any bank, as so defined, with the approval of the
16 commissioner, to acquire, hold and dispose of pre-
-17 ferred stock and certificates as herein provided to the
18 extent of the aggregate par value of any common
19 stock of any such trust company owned by such
20 bank.

1 Section 9. During the time that a trust company
2 is in the hands of a conservator appointed under
3 section eighty-three of chapter one hundred and
4 seventy-two of the General Laws, or in the posses-
-5 sion of the commissioner under section twenty-two
6 of chapter one hundred and sixty-seven of the Gen-
-7 eral Laws, the commissioner may, in his discretion,
8 authorize meetings of the stockholders or directors
9 thereof to be held for such purposes as he may ap-

-10 prove.

Section 10. Any trust company which is or
2 hereafter may become a stockholder in a federal
3 reserve bank within the federal reserve district where
4 such trust company is situated under the United
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5 States “Federal Reserve Act” approved December
6 twenty-third, nineteen hundred and thirteen, or any
7 acts in amendment thereof, and while such trust
8 company continues as a member bank, is authorized
9 to exercise such power and do any and all things

10 necessary to avail itself of the benefits of the act of
11 congress of March ninth, nineteen hundred and
12 thirty-three entitled “An Act to Provide Relief in
13 the Existing National Emergency in Banking, and
14 for Other Purposes” and any acts in amendment
15 thereof, and any other acts of congress granting
16 powers to or conferring benefits on such member
17 banks now or hereafter passed, without otherwise
18 limiting or impairing in any way the authority con-
19 ferred upon the commissioner under the laws of the
20 commonwealth

1 Section 11. The supreme judicial court, or any
2 justice thereof, shall have jurisdiction in equity to
3 enforce the provisions of this act and to act upon
4 all applications and in all proceedings thereunder.

1 Section 12. If any provision of this act, or the
2 application thereof to any person, firm, corporation
3 or association or to any circumstances, is held invalid
4 by any court of final jurisdiction, the remainder of
5 this act, and the application of such provision to other
6 persons or circumstances, shall not be affected thereby.
7 The right to amend or to repeal this act or any pro-
-8 vision thereof is hereby reserved by the general court.

1 Section 13. After the expiration of two years
2 from the effective date hereof, no reorganization
3 shall be commenced nor any preferred stock issued
4 under this act.
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