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Office of the Commissioner of Banks

To the Honorable Senate and House of Representatives of the Common-
wealth of Massachusetts in General Court assembled.

In compliance with the provisions of section 33 of
chapter 30 of the General Laws (Tercentenary Edition),
the Commissioner of Banks respectfully presents here-
with such parts of the annual report (Pub. Doc. No. 8)
of the Commissioner of Banks for the year 1938 as con-
tain recommendations or suggestions for legislative
action, accompanied by drafts of bills embodying the
legislation recommended. These drafts have been sub-
mitted to the counsel for the House of Representatives
for advice and assistance as to the form thereof.

Cfte Commontoealtf) of 9^assacftuoetts

WILLIAM P. HUSBAND, Jr.,
Commissioner of Banks.
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Extension of Certain Limited Statutes owing to
Biennial Sessions.

At the recent state election the voters approved an
initiative measure providing for biennial sessions of the
General Court, as a result of which, commencing in the
calendar year 1940 and every second year thereafter,
there will be no regular session of the Legislature.
The expiration date of certain existing statutes will
occur during the year 1940, and before the further
extension of such statutes can be given consideration
by the General Court in its earliest session thereafter,
namely, 1941, there will have expired a lapse of time
during which action cannot legally be taken as provided
for in such statutes. Two of such statutes appear among
the various banking statutes of this Commonwealth,
namely:

1. Chapter 195 of the Acts of 1936, as most recently
amended by chapter 81 of the Acts of 1938, being an
act temporarily authorizing co-operative banks to bor-
row from any source to make real estate loans. The
purpose of this statute is to encourage new home con-
struction, home ownership, the re-financing of existing
mortgages, and the repairing and remodeling of homes,
and general increase in construction activity. It does
not now appear that the salutary purpose of this statute
will have been completely accomplished in the year
1940. Accordingly, in order that its further extension
may be considered in that session of the Legislature which
will be in convention at the date nearest following the
expiration of this statute, I recommend that it be further
extended so as to expire in the year 1941.

2. Chapter 122 of the Acts of 1932, as most recently
amended by chapter 261 of the Acts of 1938, authorizes
the Commissioner of Banks, with the approval of the

RECOMMENDATIONS.
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Supreme Judicial Court, to borrow sums of money and
to pledge assets of a bank in his possession for the pur-
pose of paying dividends to depositors and creditors of
such bank. This act by its terms will expire during the
year 1940. As pointed out in the report of the Commis-
sioner of Banks submitted to the General Court on
January 19, 1938, it is not expected that further borrow-
ings will be necessary, but it is nevertheless essential
that borrowings should be permitted during the entire
period of liquidation. In order that there will be no
lapse in the authority contained in this statute, and
that the necessity of its further extension may be open
for consideration by the Legislature in session during
the year of its presently indicated termination date, I
recommend that this act be extended so as to expire
during the year 1941.

Extension of Statute concerning the Making op

Loans insured by the Federal Housing Ad-
ministrator.

3. Chapter 162 of the Acts of 1935, as most recently
amended by chapter 240 of the Acts of 1937, authorizes
trust companies, savings banks, co-operative banks and
credit unions, subject to regulation by the Commissioner
of Banks, to make certain loans which are insured under
the provisions of an act of Congress of the United States
of America, entitled “National Housing Act.” By its
terms this act expires on July 1, 1939. In order to per-
mit our banks to avail themselves of this act as a means
of procuring desirable loans, to participate in this further
extension in the encouragement of home building, owner-
ship and employment, and to co-operate with the Na-
tional government in this respect, I recommend that this
act be extended so as to expire in the year 1941.

Extension of Statute concerning the Re-Financing
of Real Estate Mortgages with Purchases of

Equity.

4. Chapter 191 of the Acts of 1936 permits any sav-
ings bank, co-operative bank, trust company, and credit
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union and insurance company holding a first mortgage
on real estate, to take in substitution thereof from a
person deemed to be a bona fide purchaser of such real
estate a new first mortgage thereon in an amount not in
excess of the amount due on the existing first mortgage
plus the accumulated interest, taxes, municipal liens and
other proper charges thereon. This act was enacted pur-
suant to the recommendation of a special commission
created under chapter 55 of the Resolves of 1935.

Its purpose was principally threefold, namely:
(a) To enable the owner of real estate having valuable

equity therein over and above an existing first mortgage
to sell that equity without fear of penalty which might
arise a number of years later through liability on the
mortgage note or for a deficiency following foreclosure.

( b) To permit a bank or insurance company holding
a mortgage on real estate to obtain a more responsible
debtor thereon.

(c) To make possible this type of re-financing with
its attendant benefits without being limited by other
statutory provisions requiring a certain ratio of the
mortgage value or mortgage limit.

By its terms this act will expire on December 31, 1939.
I am of the opinion that the life of this act should be
extended in order that further experience may be ob-
tained as a basis for consideration of incorporating the
best features of this act into permanent legislation. Ac-
cordingly I recommend that this act be extended so as
to expire in the year 1941.

Return of Unclaimed Deposits.
5. The provisions of the last sentence of section 31 of

chapter 172 of the General Laws places unclaimed, in-
active deposits in trust companies on a parity with similar
deposits in savings banks as to disposition at the end of
thirty years. Said section 31, however, does not establish
this same parity with respect to the publication of de-
posits which remain inactive and unclaimed for a period

Trust Companies
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of twenty years as provided in section 27 of chapter 168
of the General Laws. Information indicates that this
situation undoubtedly arose out of inadvertence and
oversight in the enactment of section IS of chapter 349
of the Acts of 1934. There appears no reason that all
similar deposits should not be treated in the same man-
ner, whether they be in a savings bank or trust company,
and accordingly I recommend that said section 31 be
amended so as to establish the desired parity.

6. Section 44 of chapter 172 of the General Laws
requires that the written approval of the Commissioner
shall be necessary in the case of a merger or consolida-
tion of two trust companies. There is no statutory pro-
vision requiring similar approval in the case of a purchase
by a trust company of all or a substantial part of the
property and assets of another trust company or bank,
which purchase is usually accompanied by an assumption
of a corresponding amount of liabilities of the selling
bank. Such a purchase and assumption for practical
purposes accomplish approximately the same results as
an actual consolidation. Since the effect of such a pur-
chase is comparable with an actual consolidation, it is
my opinion that just as in the case of a merger or con-
solidation of trust companies, the written approval of
the Commissioner should be a condition precedent to the
purchase of all or a substantial part of the property and
assets of another trust company or bank; accordingly,
to this end I recommend that said section 44 be amended.

Report to Board of Directors.
7. Section 14A of chapter 172 of the General Laws

requires that at each monthly meeting of the directors,
the treasurer, or other designated officer, shall submit a
written report containing, among other things, “a list of
all outstanding loans payable on demand, the date
thereof and the date on which interest has been paid.

” It is universally recognized that the italicized

Consolidation.
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word “on” was inadvertently used in place of the word
“to.” The date on which interest may have been paid
with respect to demand loans would convey nothing of
significance to the directors, but, on the other hand, the
date to which interest may have been paid would signify
to the directors whether or not the interest payments
on such loans were in arrears. I recommend that this be
corrected by an appropriate amendment.
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