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September fJ~ .. 1933 

✓ Ronoraqle Thomas A. Cooper 
Btmk Comt.:issioner 
Augusta, Maine 

Dear Mr. Cooper: 

I am in receipt icat September 6 
in which Y?U request that • 
1ri th s.n l,)pL"lion :as to the e · 
of 1933, passe·a by the Co:ngr ~ 
.a~,roved by the Prcsi;,n. on 

Gerieral ;J ish ~OU 
Heme v~.:ners' Loan .Act 

United dtf .. tes and 
g3~, in the r ollowin.g 

particulars: 

1 .. he- i,>rovi slons 
en.ts for 

banks, trust 
d building 

e7 . 

Can t•"L ~ bon issued under the p.rovisions 
J_ct l)a .aoQei)ted by sav ngs banks, 

state ks, trust companies, and loan and· 
build · · ... ~ associations of Maine .1.n· exchange 

'r ~~ l nquent mortgages now hold by them, 

The ~ n~rs' Loan i,.,or~oration is a corporation 
organized under ~he i'Sd-r-ral llcme Ot-mers' Lo&n Act of lrl33, , 
approved June 1i, 1~33. Its entire cup.ital,· not exceed L8 
t200,o·:m,ooo, is subscribed by the Government o! the United 
Jt~tes. T~'le c•.;r_po::.-e.tion 1s authoriz.ed to 1ss1..:e bonds in an 
aggregate amount not to e~ceed ~2,000,000,000 ~nloh may be 
sold l'~ tho corpol'ation ·or exc~angid .:1s _1rovlded .:..n other 
port~ons of the Act, · 

The. savings ban;:s an<.! ins ti tu ti-ons i' ..;;r savi11g of l&a :.ne 
arc lim.~ t~d ln their inv-e,;;tn:.ents. Among othbr legal investmer;ts 
..... _ t;:..e follo1mg: · 

1. The bon·1s aud other interest °t'earing 
obligation.El of tb.e united· i.5t~tes; &.nd 
the interc~st bcur111g obligatlvns of any 
debtor -.::.r ;>rum;;.sor i'or t:trn ;1ay.1L.-::nt o~ the 
pri;.1ci,;>al .:.-:.1:d int,:.rest of w~1lch the fai +.h 
~d creJi t .}f th.e. Uni t<~d Stutes govern.t!ent 
a.re )ledged. 
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2. The bonJ.s or other in.terest bearing 
obl1ga:1ons ~f nny federal land ba.~ 
or joint ·st.:,ck ltmd b~ni.: crg&nited 
under any act ·of' Congress enaet·ed prior 
to ~e fourth d.E..y of April, 19:23. 

\ The bor..ds issued by tbe H~me. V'finers' Loan Corpo:::-:1t . .i.on 
ati-e not the bonds of : the Lni tsd States, and they ar,.; not the 
bands vf 6..'"lY .feder~l land bank or joint st cl.: !and ban.k o!"g,u::i.ized 
under any act of Congress prior to the f:> ,1 th day ot April 1023. 
They are t!10 bonds of a corporation cr0at :. d ty the United States, 
:It is specifically provided .i.n said L.J_un i .. • · as follows: 

"Such bonds shall · ·such denomia-. 
ations as the boa shall 
mature v.-1 thin a . o n eighteen 
years from the· ~r is 3ll bear 
interest at ur ,,er c I um per annum 
and shall be onditionally guaranteed 
as· to _n t . United Stat~s, ;md such 
guarant ed on the face thereof.' 

.To come the faith and ored:..t.or the: 
United States mus~ e for the payment of both 
pri:...-,c1~a1 · as.1d ·.irit se bonds are not a legal .. 
investment for ou stitutions for sav:ng. 

mortgb.ge 
determir.:. 
Savings 
com;,an.!.e 

on, -r'here t:herEl exists -dellnq_um t 
-1tut1ons, there is invoi·ved a 

· rsued in ea.ch individual case.. . 
ings depart•ents or state bat.ks and tru.st 
by law to invest,-• 

"In .:. ·,· 1 .. es or b®dS • secured by· first m~rtgages 
o _ state iP. kaine,, Nev; Ham;-sh:tre, Massa-
chu_ :. ,,. · s, F.hod.e l.sla.ud, OQlll'l\ac~icut and Ve1·mont 
to an an'i'.:>tmt not· exceedtng sixty pcl:'c.ent ot the 
mortgags value :..;f such real estate. No bank.shall 
h~ve. mor~ tha11 sixty 1::.t,·rcen t of 1 ts de~osi ts in­
vested. in S\.tch. mortguges. 

nowing to the yresent de:pressed c ... nd.i t1on in 
all liries of busine·ss ·.:h: ch ha;;" continued for 
the pa::;t fev: y.ears mcmy homE: owners r.ave buen un­
able to mc{;:t th_eir ::..ntcre3t p&.yments. Their real. 
estnte valuati.:;.ns have decreased to such .:.n e.xt '=',nt 
as to r.iaK.e their present V"o.l':...ations little, if auy, 
in excess vf' th.e l:tmount of the.tr _r.;ortg:=ge. In sotr.e 
cases t:1e ban:-:s have bccm com;JelleJ. t~ institute 
forccl.;;s.~rc :·-roceedings . to protect t··:eir depositors 
against loss. :t ~S probab1.o that 1n many _,instances 
i'oreclosur.e of r.,, real estate m:.>rtgage wot:.ldfl~t be 
!'or the b~st 1ntsrest of t?le ban:e '.::ir the protecti ;n 
of :. ts de~iosi tors. Q;;.1ce the b&?lit ac,r .ir·es title it 
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is responsible for the expense of uJkeep· er cost 
of insura11ce and. the -.Jayment of taxes. These 
costs .ci&ht continue for some t..Lrr.e ip ve\'! :-;;f the 
present demoralized condition of.the real estate 
market. 

"The n..orttage loan, ,.hen made., ,;:-as a legal 
investment &.n.d that because .:,f: its delinqueJicy 
the ;,roblsm now to be f:::.eed i .; not t:1a t of a 
nett 1nvest1.-.ent., bu· rather wh~ t should be done 
,~i th the existing irl-VGStJ1:ent t , best -rotect 
the bar!k and its _deposi or~ ff 

I am pleased. -1;.o c:.ul· y u ~ attentio ;-< 28 of 
Ch~pt~r 57 .. ,r our Revised Stat· .. · ich _:g;rov:. y - that.,--· 

"Savings b · ·i .. : and ·. :. l";utions 1or savings 
ltlaY acqu1t·e an . •1 :.d .:., ;;;i ~{s, bonds., ar;d ~the:r se-
9:ur1 t,ies not a ... t . · L ~ •( y law, h · rea:fter acquired 
in settle::-· L.! ... a.i.1d t':: r ganizcitiuns a., d t"ccapted to 
reduce • · . _ · l9s o defaulted loans and invest­
mtuits l ., 1 by =- d bat '-: ::. arid in.sti tutions, and ma.y 
cont:., ~ to hol ' :.. ch s •. \ s., "bonds, a!~d other se­
cari t r s 1• eretof o ·e ·o a c JU1l"'3d, a.Ld_ · all other in~ 
ve · tmen ~' iawiully .le u.ired, a..'ld sh.all not be 

tJl- :-;ed t . 11 or . "' ·iJOSe ·.:.>:f the same except at · 
1 times ... in s eb mann:1r as will Pt' CtVP-Lt un­
t.sary lo ~ - · :.i.m~airment of tht:· bu.siness jf the 
or · .stit r on. n 

... ~re.f?re ~, vise you that ai.ty sav1.i1,s bar..ks and 
institution J ·r. sa~i n.ay exchange any delln~ent h~me . 
mor-tgage loan , ed · it on r(:·al estate s.e.-!ui.r~,d in conn.;.)c:tion 
v.1 th any such L .- t.; t..a for the bonds .:,f trie Eome 0'\\nors Loan 
Corporation:, pro v ed the board of directors, t~~.e trustees, as 
the case r.c.ay be, of.such savings bank.~r savings ir.stitution 
he:s carefully considered the situation a:ml ·conditions _surr.ound:;.ng 
the ,t>&rticular mortgage and the real estate involved, and is of 
the opinion tha_t such &n exch3.Ilge i;ill ~e t.o the advantage of 
the savlngs depositors _to flrotect. ti:icm rr~·.m furtz,er .. loss. 

Very trul.y yours, 

Ser.tford L. ~ogg 
Deputy Attorney Ge~eral 

iSLF H 


