HOUSE

No. 789

By Mr. Youngman of Medford (by request), petition of the Massachusetts Co-operative Bank League relative to the insurance of
shares in co-operative banks and extending the duration of The Cooperative Central Bank. Banks and Banking.

Cbe Commontoealtij of 6sassac|)usetts
In the Year One Thousand Nine Hundred and Thirty-Eight.

An Act

relative to the insurance of shares in

operative

co-

BANKS AND EXTENDING THE DURATION OF

THE CO-OPERATIVE CENTRAL BANK.

Whereas, The deferred operation of this act would
tend
to defeat its purpose, therefore it is hereby
2
3 declared to be an emergency law, necessary for the
4 immediate preservation of the public convenience.
1

Be it enacted by the Senate and House of Representatives in General Court assembled, and by the
authority of the same, as follows:
1
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Section 1. Section one of chapter forty-five of
the acts of nineteen hundred and thirty-two, as
amended by chapter eighty-two of the acts of nineteen hundred and thirty-five, is hereby further
amended by striking out, in the fifth line, the word
“ten” and inserting in place thereof the word:
twenty-five, —so that the first paragraph will read
as follows:
All the co-operative banks now established under the laws of the commonwealth and sub-
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10 ject to the provisions of chapter one hundred and
11 seventy of the General Laws, hereinafter referred to

12 as member banks, are hereby constituted a corpora-

tion for the term of twenty-five years, under the name
of The Co-operative Central Bank, hereinafter referred to as the central bank, and every co-operative
bank hereafter so established during said term
shall thereupon become a member bank thereof.
It shall be the purpose of the central bank to promote the elasticity and flexibility of the resources
of the co-operative banks of the commonwealth by
21 centralizing their reserve funds.

-13
14
-15
16
17
18
-19
20

Section 2. Chapter seventy-three of the acts
1
2 of nineteen hundred and thirty-four is hereby amended
3 by striking out section one and inserting in place
4 thereof the following;
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Section 1. The Co-operative Central Bank, established by chapter forty-five of the acts of nineteen hundred and thirty-two, hereinafter referred
to as the corporation, shall in the manner herein
provided establish a fund for the insurance of shares
in co-operative banks established under the laws
of the commonwealth, hereinafter referred to as
member banks. For such purpose, in addition to
the assessments hereinafter provided for, the directors of the corporation may, by assessments
made from time to time upon the member banks in
the same proportion for each, require each member
bank to pay over in cash to the corporation a total
of not more than one per cent of the share liabilities
of such member bank as shown by its last preceding
annual report to the commissioner of banks, here-

-21 inafter referred to

as

the commissioner.

An assess-
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22 ment under this section of one quarter of one per
23 cent of such share liabilities shall be made within
24 ten days after the effective date of this act, said
25 assessment to be paid by each member bank from
26 the proceeds of the amount of its deposit with the
27 corporation made under section six of said chapter
28 forty-five, reduced by any amounts withdrawn
29 therefrom by such bank or payments made to it
30 by the corporation under said chapter forty-five,
31 so far as the amount of said deposit so reduced may
32 be adequate, and other assessments not exceeding
33 such authorized total, shall be made from time to
34 time thereafter at the direction of the commissioner,
35 but no such assessments shall be made after July
36 one, nineteen hundred and thirty-eight. At any
37 time and from time to time after July one, nine-38 teen hundred and thirty-eight, the directors of the
39 corporation, at the direction of the commissioner
40 if he deems such action necessary in order to give
41 effect to the purposes of this act, shall require each
42 member bank to pay over to the corporation in
43 cash, in full or in such installments as the commis-44 sioner may direct, assessments of one fifth of one
45 per cent of the share liabilities of such member
46 bank as shown by its last preceding annual report
47 to the commissioner, provided that not more than
48 a total of five such assessments shall be made and
49 not more than one of such assessments shall be
50 made in any one year period. On July one, nine-51 teen hundred and thirty-eight and on July one of
52 each year thereafter, each member bank shall pay
53 to the corporation an annual assessment equal to

4 one twelfth of one per cent of its share liability
55 and creditor obligations as shown by its last prc
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ceding annual report to the commissioner. The
provisions of sections six and ten of said chapter
forty-five shall apply to the assessments authorized
by this section. Such assessments shall be held as
60 a fund to be known as the Share Insurance Fund
61 and shall be in addition to all other payments to
62 the corporation required under said chapter forty-63 five. When the net fair value of the assets of said
64 fund, as determined by the corporation and the
65 commissioner, shall equal three per cent of the
66 aggregate share liabilities of all member banks,
67 the payment of said annual assessment shall cease,
68 and if at any time or from time to time thereafter
69 the net fair value of the assets of said fund as so
70 determined shall fall below three per cent, the pay-71 ment of such annual assessment shall be resumed
72 and shall be continued until the net fair value of
73 such assets as so determined again equals three per
74 cent. The Share Insurance Fund shall be invested
o separately from the other funds of the corporation
76 and shall not be liable for the obligations of the
77 corporation other than those created by or under
78 this act, and amendments thereto. Assets of the
79 corporation not held in the Share Insurance Fund
80 shall not be liable for any obligations created hereby
81 or hereunder. All cost of administering the Share
82 Insurance Fund shall be paid therefrom.
/

1
2

3
4
5

Section 3. Chapter seventy-three of the acts of
nineteen hundred and thirty-four is hereby amended
by striking out section three and inserting in place
thereof the following;
Section 3. The corporation may pay dividends
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6 to member banks upon the amounts paid in by
7 them to the Share Insurance Fund or upon the un-

�
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8 expended portion thereof at such rate and at such
9 times as the directors of the corporation may deter10 mine. Said fund may be invested by the corpora-11 tion only in such manner as reserves are required to
12 be carried as provided in subsections (a), (b), (c),
13 and (d) of section forty-seven of chapter one hun-14 dred and seventy of the General Laws, as amended.
15 The corporation may by vote of its directors bor-16 row money for the purposes of the Share Insurance
17 Fund and pledge any assets in which such fund is
18 invested as security for such loans. In case of the
19 voluntary liquidation of any member bank under
20 section twenty-two of chapter one hundred and
21 sixty-seven of the General Laws, the corporation
22 shall, if its directors are satisfied that such bank
23 has paid or will be able to pay its shareholders in
24 full, return the unexpended portion, as determined
25 by said directors, of all assessments paid by such
26 bank into said fund, after deducting as a charge for
27 insurance of its shares from July one, nineteen
28 hundred and thirty-eight, to the date of the vote
29 authorizing such liquidation, an amount equal to
30 the sum of the annual assessments due and payable
31 on July one, nineteen hundred and thirty-eight
32 and on July one of each year thereafter as referred
33 to in section one. In case of the merger or consoli-34 dation of two or more member banks under the
35 provisions of section fifty of said chapter one hun-36 dred and seventy, as amended, the unexpended
37 portion of the assessments paid by such banks
38 into said fund, as determined by the directors of
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39 the corporation, shall be readjusted on the basis of
40 the assessment liability of the continuing bank
41 and the excess, if any, shall be repaid to it.

1

Section 4. Chapter seventy-three of the acts
2 of nineteen hundred and thirty-four is hereby
3 amended by inserting after section three the follow4 ing new section;
5
Section 3A. Whenever it shall appear to the
6 commissioner that it is inadvisable or inexpedient

*

7 for any member bank to continue to transact the
8 business for which it is organized without receiving
9 financial assistance as provided in this section, he
10 may, in his discretion, so notify the corporation,
11 and thereupon, if in the judgment of the directors
12 of the corporation such action may reduce the risk
13 or avert a threatened loss to the corporation, the
14 corporation may, with the approval of the commis-15 sioner and in order to effect the purposes of this
16 act, do any one or more of the following:
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(a) purchase from said bank the whole or any part of, or
any equitable or any other interest in, its assets
upon such terms and conditions and at such valuations as said directors, with the approval of the
commissioner, may determine; (5) make loans to
such bank, secured in whole or in part, in such
amounts, and upon such terms and conditions as
said directors, with the approval of the commissioner, may determine; (c) pay to such bank an
amount not in excess of the difference between the
book value of certain or all its then depreciated
assets and the fair value thereof (as determined by
agreement between said bank and the corporation
with the approval of the commissioner) in consider-
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31 ation for which said bank shall agree to write down
32 such assets to such fair value and to pay over to the
33 corporation, out of any net proceeds which may be
34 realized from sale or other disposition of each and
35 all such assets, the excess over such fair value, in such
36 amounts, at such times and upon such terms and
37 conditions as said directors, with the approval of
38 the commissioner, may determine. Such bank, by
39 vote of at least two thirds of its directors may take
40 any or all action necessary or appropriate to enable
41 it and the corporation to carry out the provisions
42 of this section.
1

Section 5. Chapter seventy-three of the acts of
nineteen
hundred and thirty-four is hereby amended
2
3 by inserting after section six the following new
4 section:
5
Section 6A. With the approval of the commis-6 sioner and subject to such rules and regulations as

7
-8
9
10
11

I

-12
13
14
15
16
17
18
19

20
21

he may impose, the corporation may appoint conservators or agents to assist it in the operation,
management, liquidation and distribution of the assets of any member bank in its possession under
this chapter, and wherever practicable such conservators and agents shall be member banks doing
business in or near the city or town in which such
bank in possession has its principal place of business.
With the approval of the commissioner, and subject
to such rules and regulations as he may impose, the
corporation may appoint member banks as agents
to assist it in the administration, management and
liquidation of assets purchased or otherwise acquired
from member banks by the corporation under this
chapter. Certificates of appointment of such con-
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22 servators and agents shall be filed in the office of

23 the commissioner. Notwithstanding any other pro-24 vision of law, all member banks are hereby author-25 ized to act as such conservators and agents for the
26 corporation and to exercise the powers and perform
27 the duties contemplated by this section.
Section 6. Section fifty Aof chapter one hur
2 dred and seventy of the General Laws, as appearing
3 in chapter two hundred and fifteen of the acts of
nineteen hundred and thirty-five, is
amended

5 by striking out the second and third paragraphs and
6 inserting in place thereof the followin
7
All assessments, made by the Co-operative Central
8 Bank in accordance with chapter seventy-three of
9 the acts of nineteen hundred and thirty-four and
10 amendments thereto upon the corporation, after
11 deducting as a charge for insurance of its shares from
12 July one, nineteen hundred and thirty-eight, to the
13 date of the conversion, an amount equal to the annual
sessments due and payable on July one, nineteen
14
15 hundred and thirty-eight and on July one of each
16 year thereafter, as referred to in section one of chap
17 ter seventy-three of the acts of nineteen hundred and
18 thirty-four and amendments thereto, shall continue
19 to be held by the saic Co-operative Central Bank
20
il all losses and all liquidating expenses of all
21 corporations being li
rted at the time of the con90 ve
hall have bee
paid, whereupon said contee
23
-tion sha be entitled to receive from
CM
the Co-operative Central Bank the unexpended
1
25 portions of such assessments, if any there be, pro26 vided that, with respect to the assessments, so held.
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27 the Co-operative Central Bank may, with the
28 approval of the commissioner, make earlier disposi-29 tion thereof pursuant to an agreement with the con-30 verted corporation to adjust the same.
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Such corporation shall cease to be a member bank,
as referred to in section one of chapter forty-five of
the acts of nineteen hundred and thirty-two and in
section one of chapter seventy-three of the acts of
nineteen hundred and thirty-four, immediately upon
compliance Avith the requirements of the first paragraph of this section and the issuance thereto of a
charter by the appropriate federal supervising authority. After receipt by the commissioner of a
notice from such supervising authority that conAversion has been completed and that a charter has
been issued, and of a certificate of the secretary of the
commonwealth that the corporation has been duly
recorded for dissolution, and upon notice thereof
from the commissioner, all deposits in the Cooperative Central Bank made by the corporation in
accordance with the provisions of chapter forty-five
of the acts of nineteen hundred and thirty-two, less
all outstanding indebtedness due by the converted
corporation to the Co-operative Central Bank, shall
be paid over by the Co-operati\ r e Central Bank to
corporation.
said
Section 7. Section sixteen of chapter one hundred and seventy of the General Laws, as most
recently amended by section two of chapter one
hundred and ninety-six of the acts of nineteen hundred and thirty-six, is hereby further amended by
striking out the second paragraph and inserting in
place thereof the folloAving:
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Such number of shares as may be authorized by a
9 vote similar to that referred to in section forty, may,
10 with the consent of the commissioner, be issued to

11 and held by the Home Owners’ Loan Corporation
12 referred to in section forty-seven. There shall be
13 no limit to the number of shares that may be issued
14 to qualify for a co-operative bank mortgage, upon
15 property purchased from the corporation.
*
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