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Septenber E&,1955

“ Honorable Thomas A. Cooper
Benk Com:issioner
Augusta, Kaine

Dear ¥r, Cooper:

wunication\y§ Sepiember 5
hyl General tirnish you
7@ Home uUwners'! Loan Act

I am in receipt of /
in vhich you requcst that 4
with gn opinion 2s to the exl
of 1983, passed by the Congrs

particulars:
1.

cny and building
A .ine? -

b %5 1ssued under the provisions
(et ba acgepted by sav ngs banks,
cnycg, trust companles, &nd loan and

Zo/assoglations of Kaire in exchaige

The .M=~"Uwners' Loan L“orporation is a corporation
crganized under the Feéderal Bome Ommers' Loan Act of 1033,
approved Junc 18, 1333, Its entire capitel, nut excced . g
7£00,000,000, is subscribed by the Guvernment of the United
ctates. The curporstion 1s authorized to issue bonds in an
aggregate amount not to exceed 32,000,000,000 valch may be
sold ty tke corporation or exchanged 28 >rovided In other
portions of the £Lct,

The.éavings bants and institutions ror saving of Baine
arc 1imitzd in their investrents. 4Among other legal investrments
wrs the folloumg:

i. The bonds and other interest bearing
obligations cf thie United Stutes; and
the interest bearing obligatlions of any
debtor -<r sromisor Tor tie zayrwsnt of the
priancipal und intorest of wilch the faith
and eredit of the United BStutes government
are .ledged.
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2. The bonis or other interest bLearing
obligations of any federal land bhank
or Joint stock land benik crgznized
under any act of Congress erasted prior
to the fourth day of April, 1eR3.

The bonds issued by the Home Umners' Loan Corpo*at on
are not the bonds of :the Lnited States, and they ar: not the
bonds of any federzl land bank or Joint styck lani bank organized
under any act of Congress prior to tie fo(\th day of April 1323,
They are the bonds of a corporatiocn crcatili\Ly the United States,
It is specifically provided Im said Loan igq ad followss

"Such bonds shall bT—=ggust \n such densmim-

ations as the board & 2 shall
mature within a re-;ﬂ;-yf not modre “then eighteen
years from the d £y o™\ tnelr issue) shall bear

Anterest at th ur ser ceMum per aihnum
and shall be i¥ (ztonditionally guaranteed
ad to ntcovest e inited States, sam& such

guarantes s~ Y ressed on the face thereof.®

M de, the faith end ored.t of the
pr vxie for the payment of both

“wese bonds ave not a legal .
*d institutions for sav.ng.

, .To eome
United Btates mast iy
priaecipal and intoxes
invesiment for our >at

(508 westion, vhere there _exists delinyuent
mortgages /iy d NN ‘;stitutians, thers is involved a
determirftion or policy to\p sursied in each individual case. .
Bavings woNs and LT cavings departmants of state barks and trust
companies N aithorikf' by law to invest,--

“.7.e8 or bonds secured by first mortguges
oA Astate in kaine,- New Ham .shire, Massa-
\eL#8, Fhode islaud, Commmcticut and Vermont

to an amaunt not exceeding sixty pcreent of the
mortgage value of such real estate. HNo bank shall
have moye than sixty jercent of its deposits in~
vested In sucih mortguges.

Mwing to the present decpressed condition in
2ll lives of busiivess “h.ch ha: continued for
the past few years many home owners have been un-
able to mest thelr interest payments., Their real
estate voluati:ns have decreased to such :n exts=nt
as to nmaxe their present valuations. little, if any,
in excess of the amount of thdéir mortg-ge. In soue
cases tle bants have bocen compelled td Anatitute
forecles.re ~roceedings to protect their depositors
againcst loss. It .s probable that in many Instances
foreclosure of « reual estate mortgage houﬁéggt be
for the Lest intsrest of the banxk or the protectiun
of 1ts dejositors., Quace the banx acgtirves title it
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is responsible for the expense of upkeep or cost
of insurance and the jayment of taxes. These
costs might continue for some time in ver of the
pre;ént demoralized condition of the real estate
market.

( "The nortgage loan, wnen made, vas a legal
: investment end that kecause af\<ts delinqueney
t

new investieat, bu rather whit\should be done
vith the existing iuvestuent
the bark and its deposizor=wt

the . roblem now to be faced iﬁksot that of a
t

s\best roteet
AN

ttenﬁiﬁ#ﬁn; Section £8 of
vieh provides that,--

_ I am pleased to cguzll yidx &
Chapter 57 of our Revised Statyles N

"Savings by

. Joptiutions foy savings
pay acquire anivunid o

; 78, bocds, and other se-—

Zurities not NN £ty lav, h reafter acquirad
in settlenzin regrganizations @ d accepted to
TN N defaulted loans and invest-

conti o8, bonds, and Jther se~
emritivsh oo e~co achuired, and all other in-
vestmend Nawl Nooyuired, and shall not be
Ll%:-ed i s { 1* Apose of the same sXeopt at -
g TN “/0h mannor ag will provent un~
nece:sary A Amoairment of the business f the
bank or 1. stithison.n

z\vigse you that auy savings banks and

v/ may exchange any delinqﬂent‘hame

- it on T-al estate scuuirsd In connoection
vith any such Y3 e for the bonds of tne Home Ownars Loan
Corporation, pro™~Zed the bvoard of directors, tie trustees, as
the case way be, of such savings bank or saviags irstitution

hes carefully considered the situation and conditlions surround.ng
the partlcular mortgsge and the real asfate involved, und is of
thke opinion that such &n exchange wili be to the advantuge ot

the savings depositors to grotect tiem from furtser loss.

institutiond N
mortzage loan

Very truly yours,

Senford L. Fogg
Deputy Attorney General

oLF H



