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Office of the Commissioner of Bac
House, Boston, Di 4

MeTo the General (

In compliance with General Laws, chapter 30, section
33, I have the honor to submit herewith such portion of
my annual report for the year 1934 (Pub. Doc. No. 8)
as embodies recommendation for legislation, accompanied
by draft of bill to cover such recommendation.

Chapter 172 of the General Laws, Tercentenary edi-
tion, regulating trust companies in this Commonwealth,
was amended by chapter 349 of the Acts of 1934. This
act permits trust companies to issue preferred stock and
also allows them to issue common stock. The laws have
always stipulated the amount of capital necessary for a
trust company to operate in certain localities, and the
act of 1934 follows this procedure. However, it would
appear that in drawing the act the fact that preferred
stock was part of the capital structure was not taken
into consideration, and the requirement as to the amount
of capital stock applies to common stock and does not
include preferred stock.

The accompanying bill seeks to remedy that condition.

ARTHUR GUY,
Commissioner of Be
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In the Year One Thousand Nine Hundred and Thirty-Five.

An Act relative to the Capital Stock of Trust Companies.

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

1 Section eighteen of chapter one hundred and sev-
-2 enty-two of the General Laws, as amended by section
3 twelve of chapter three hundred and forty-nine of
4 the acts of nineteen hundred and thirty-four, is hereby
5 further amended by striking out, in lines twenty-five,
6 twenty-eight, thirty-three, forty-four and fifty, the
7 word “common”, and inserting in place thereof, in
8 each instance, the word: capital, —so as to read
9 as follows: Section 18. The capital stock of such

10 corporation may consist of common stock and one or
11 more classes of preferred stock, all issued, except as
12 hereinafter provided, in such amount and with such
13 par value, as shall be approved by the commissioner.
14 The preferred stock may contain such provisions
15 relative to preferences, voting powers, retirement,
16 dividend and conversion rights and participation in
17 control and management, as the by-laws and articles
18 of organization, with the approval of the commis-
-19 sioner, may provide; but the holders thereof shall
20 not be held individually responsible as such holders
21 for any debts, contracts or engagements of such cor-
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22 poration and shall not be liable for assessments to
23 restore impairments in its capital.
24 In case dividends on the preferred stock are to be
25 cumulative, no dividends shall be declared or paid on
26 common stock until all such cumulative dividends
27 shall have been paid in full and all requirements of
28 any retirement fund shall have been met; and if
29 such corporation is placed in voluntary liquidation,
30 or a conservator is appointed therefor, or possession
31 of its property and business has been taken by the
32 commissioner, no payments shall be made to the
33 holders of the common stock until the holders of the
34 preferred stock shall have been paid in full the par
35 value of such stock plus all accumulated unpaid
36 dividends.
37 The capital stock of such corporation shall be not
38 less than two hundred thousand dollars, except that
39 in a city or town whose population numbers not ex-
-40 ceeding fifty thousand but exceeding six thousand
41 the capital stock may be not less than one hundred
42 thousand dollars, and in a town whose population
43 numbers not exceeding six thousand, not less than
44 fifty thousand dollars. No business shall be trans-
-45 acted by such corporation until the whole amount of
46 its capital stock is subscribed for and actually paid
47 in. No stock of such corporation specified in its
48 original agreement of association shall be issued under
49 this section unless and until the par value thereof
50 shall be fully paid in in cash, and no stock in addition
51 thereto, whether common or preferred, shall so be
52 issued unless and until the par value thereof shall be
53 fully paid in in cash or such other good and valuable
54 consideration as shall be approved by the commis-
-55 sioner or is in its possession as surplus; provided,
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56 that no stock shall be issued against surplus unless
57 the surplus remaining after such issue shall amount to
58 at least fifty per cent of the total capital stock of the
59 bank after such increase. Any such corporation may,
60 subject to the approval of the commissioner, increase
61 or reduce its capital stock in the manner provided by
62 section forty-one, section forty-four, and the first
63 sentence of section forty-five, all of chapter one hun-
-64 dred and fifty-six; provided, that in the case of a

65 reduction as aforesaid the capital stock as so reduced
66 shall not be less than the amount required by this
67 section; and provided, further, that in the case of a

68 reorganization of any such corporation in possession
69 of the commissioner under section twenty-two of
70 chapter one hundred and sixty-seven or in possession
71 of a conservator under section eighteen of this
72 chapter, the capital stock outstanding at the time of
73 possession taken by the commissioner or conservator,
74 may be cancelled in whole or in part or other disposi-
-75 tion thereof made in accordance with any plan of
76 reorganization approved by the commissioner and the
77 supreme judicial court. Any such corporation may

78 change the par value of its shares in the manner

79 provided by sections forty-one and forty-three of said
80 chapter one hundred and fifty-six.


