
SENATE 74
To accompany the petition of the Savings Banks Associate

Massachusetts, by Carl M. Spencer, president, that a fund be estab
lished for the insurance of deposits in savings banks. Banks anc;a

Banking

Ojc CommoiUucaitb of Q^assacljusetts

In the Year One Thousand Nine Hundred and Thirty-Four

An Act to establish a Fund for the Insurance of De-
posits in Savings Banks.

1 Whereas, The deferred operation of this act
2 would tend to defeat its purpose as a measure of
3 relief in the existing financial emergency, therefore
4 it is hereby declared to be an emergency lawT ,

5 necessary for the immediate preservation of the
6 public 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. The Mutual Savings Central Fund.
2 Inc., established by chapter forty-four of the acts
3 of nineteen hundred thirty-two, hereinafter referred
4 to as the corporation, shall in the manner herein
5 provided establish a fund for the insurance of de-
-6 posits in all savings banks established under the
7 laws of the commonwealth, hereinafter referred to
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8 as member banks. For this purpose the directors
9 may, by assessments made from time to time upon

10 the member banks in the same proportion for each,
11 require each member bank to pay over in cash to
12 it a total of not more than three per cent of its
13 deposits, exclusive of its club deposits, as shown by
14 its last annual report to the commissioner of banks,
15 hereinafter referred to as the commissioner, such
16 assessments to be in addition to all other payments
17 required under said act. An assessment under this
18 provision of not less than one quarter of one per
19 cent of such deposits shall be made within ten
20 days after the effective date of this act. Other
21 assessments not exceeding such authorized total
22 may be made from time to time thereafter at the
23 discretion of the directors. The provisions of section
24 five of said chapter forty-four shall apply to the
25 assessments authorized by this section. The fund
26 resulting from these assessments shall be held as
27 a permanent fund and be known as the Deposit
28 Insurance Fund which shall be held and invested
29 separate from the other funds of the corporation
30 and shall not be liable for the obligations of the
31 corporation other than those created by this act.
32 Assets of the corporation not held in the Deposit
33 Insurance Fund shall not be liable for any obliga-
-34 tions created hereby. The cost of administering
35 the Deposit Insurance Fund as determined by the
36 directors, shall be paid out of that fund.

1 Section 2. All assessments authorized by the
2 foregoing section may be carried by each member
3 bank as an asset to such extent as may be author-
-4 ized by the commissioner.
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1 Section 3. The corporation may pay dividends
2 to member banks upon the amounts paid in by
3 them to the Deposit Insurance Fund or upon the
4 unexpended portion thereof at such rate and at
5 such times as its directors may determine. This
6 fund may be invested by the corporation only as
7 provided in subsections seven a, b, c, and e of
8 said chapter forty-four. The corporation may by
9 vote of its directors borrow money for the purposes

10 of the Deposit Insurance Fund and pledge any
11 assets in which that fund is invested as security
12 for such loans. In case of the liquidation of any
13 member bank under section fifty-five of chapter
14 one hundred sixty-eight of the General Laws the
15 corporation shall return the unexpended portion,
16 as determined by its directors, of all assessments
17 paid by such bank to it, upon it being established
IS to the satisfaction of such directors that such bank
19 has paid or will be able to pay its depositors in
20 full. In case of the merger or consolidation of two
21 or more banks under the last mentioned section,
22 such unexpended portion of the assessments paid
23 by such banks may be readjusted on the basis of
24 the assessment liability of the continuing bank and
25 the excess, if any, may be repaid to it.

1 Section 4. Whenever it shall appear to the com-
-2 missioner that any member bank is in an unsound
3 and unsafe condition to transact the business for
4 which it is organized, or that it is unsafe or inex-
-5 pedient for it to continue business he may so
6 certify to the corporation and request it to pay
7 over to such bank such sum in cash as he shall
8 determine but not more, than a. sum sufficient to
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9 make the total net amount of its guaranty fund
10 and profit and loss account as determined by the
11 commissioner equal to two per cent of its deposits.
12 He may make subsequent certifications and requests
13 under the foregoing provision whenever it appears
14 to him that conditions so require. The corporation
15 shall pay to such bank the sums thus requested
16 within seven days after receiving such certificate,
17 unless within that time it elects to proceed under
18 section five hereof. Such payments shall at the
19 request of the corporation and with the approval
20 of the commissioner be repaid to the corporation
21 with such interest as the directors shall determine
22 whenever and only whenever the total net amount
23 of the guaranty fund and profit and loss account
24 of such bank as determined by the commissioner,

25 after such payments shall have been made shall
26 be not less than two per cent of its deposits.

1 Section 5. Upon receiving a certificate and re-
2 quest from the commissioner under the preceding
3 section with reference to any member bank, the
4 corporation may, instead of paying over to it the
5 sum requested, by notice in writing to the commis-
-6 sioner and to the bank take over the operation of
7 such bank. It may in like manner take over such
8 operation at any time after any payment to such
9 bank under the foregoing section and before all

10 sums so paid have been repaid to it. It may there-
-11 upon, with the approval of the commissioner, carry
12 on the business of such bank subject to such re-
-13 strictions as the commissioner may impose. It may
14 while thus carrying on such business pay to such
15 bank out of the Deposit Insurance Fund such sums
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16 as its directors deem necessary for the protection
17 of the bank’s depositors and repay the same when
18 no longer required for that purpose.

1 Section 6. At any time after the corporation
2 has taken over the operation of any bank as pro-

-3 vided in this act, it may with the approval of the
4 commissioner turn back the operation thereof to

5 such bank which may resume business free from
6 any control by the corporation, subject to such
7 conditions as the commissioner may approve. The
8 corporation shall not thus turn back the operation
9 of any bank until there has been repaid into the

10 Deposit Insurance Fund all sums paid out by it
11 from that fund to such bank or its depositors or

12 until it has received security for such repayment
13 satisfactory to its directors.

1 Section 7. The corporation may and at the re-

-2 quest of the commissioner shall at any time after
3 it has taken over the operation of any bank under
4 section five hereof discontinue the business of such
5 bank and proceed to liquidate its affairs. The
6 corporation shall in that event pay to the depositors
7 of such bank the full amount of their deposits at
8 the date of the discontinuance of the business of
9 the bank, with interest at such rate not exceeding

10 three per cent per annum as the directors shall
11 determine; such payments to be made within three
12 years from such discontinuance and at such times
13 and in such instalments as the directors with the
14 approval of the commissioner shall determine. For
15 this purpose the corporation shall use, in addition
16 to the assets of the bank, such sums as may be re-
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17 quired from the Deposit Insurance Fund. In case
18 of such liquidation the commissioner may by regu-
-19 lation establish the manner in which depositors shall
20 be given notice to withdraw their deposits and in
21 which final payment shall be made to them. When
22 the commissioner shall certify that all depositors
23 claiming their deposits and all other obligations
24 of the bank have been paid in full, the corporation
25 may take over and hold as a part of the Deposit
26 Insurance Fund all the remaining assets of such bank
27 free from all claims other than those for unclaimed
28 deposits. It shall liquidate such assets as soon as
29 practical thereafter except so far as the same shall
30 be authorized investments for it under section three
31 hereof. It shall be liable to pay such unclaimed
32 deposits without interest out of the Deposit Insur-
-33 ance Fund at any time upon demand made within
34 six years from the date of the last mentioned certifi-
-35 cate of the commissioner but not thereafter.

1 Section 8. For the purpose of carrying out the
2 provisions of this act the corporation may exercise
3 all the powers, rights and franchises of any bank
4 the operation of which has been taken over by it
5 under this act. Its directors may exercise all the
6 powers of the trustees and the incorporators of such
7 bank and may appoint and remove all officers and
8 employees thereof. After the operation of any
9 bank has been thus taken over by the corporation

10 the trustees and incorporators of such bank shall
11 have no further power or authority over the man-
-12 agement or operation of the bank, unless and until
13 the same has been turned back to it as provided
14 in this act
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1 Section 9. All reports of examinations made by
2 the commissioner or under his authority of every
3 member bank shall be open to the inspection of
4 the directors of the corporation or their duly author-
-5 ized representatives. Copies thereof shall be fur-
-6 nished to such directors upon their request. With
7 the approval of the commissioner the corporation
8 may make independent audits of any member bank
9 with full rights to examine all its assets, records

10 and papers. It may call to the attention of the
11 commissioner any matter in connection with the
12 management or operation of any member bank
13 which in judgment of the directors makes advis-
-14 able action by the commissioner.

1 Section 10. So much of the deposits in mem-
-2 ber banks as are paid over to the corporation
3 under the provisions of this act shall be exempt
4 from taxation under section eleven of chapter sixty-
-5 three of the General Laws.

1 Section 11. Section one of chapter forty-four of
2 the acts of nineteen hundred thirty-two is hereby
3 amended by striking out in the fifth line thereof
4 the words “For the term of five years”, and in
5 the thirteenth and fourteenth lines thereof the
6 words “ During said term ”, —so as to read as fol-
-7 lows: —Section I. All the savings banks established
8 under the laws of the commonwealth and subject
9 to the provisions of chapter one hundred and sixty-

-10 eight of the General Laws, hereinafter referred to
11 as member banks, are hereby constituted a corpo-
-12 ration under the name of the Mutual Savings
13 Central Fund, Inc., hereinafter referred to as the
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14 corporation. It shall be the purpose of the corpo-
-15 ration to assist such member banks, when they are
16 temporarily in need of cash or hold investments
17 which cannot readily be liquidated, by making loans
18 to them or any of them secured by the pledge of
19 mortgages or other securities legally held by such
20 member banks. Any savings bank hereafter estab-
-21 lished under the authority of such chapter one
22 hundred and sixty-eight shall upon its organization
23 become a member bank.

1 Section 12. The corporation may make such
2 rules, regulations and contracts, subject to the
3 approval of the commissioner, as it may deem
4 necessary in order to carry out the provisions of
5 this act.

1 Section 13. The Deposit Insurance Fund may
2 be dissolved by a vote of four fifths of all the
3 members of the corporation at a meeting duly called
4 and held for this special purpose and if it be voted
5 to dissolve, the corporation shall proceed to liquidate
6 the Deposit Insurance Fund and to distribute the
7 proceeds to the member banks as speedily as may be.


