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"Appraisal Time" 
(Delivered at Annual Meeting of Chicago Mongage Bankers Association) 

January 20, 1953 

HOLMAN D. PETTIBONE 
President, Chicago Title and Trust Company, Chicago, Illinois 

This is a discourse about activities 
of the Federal Government in housing 
and real estate financing. We shall 
review certain events during the time 
between July, 1911, and today. This 
span marks the period of my associ
ation with Chicago Title and Trust 
Company, and with our customers 
engaged in the real estate and mort
gage business. Our title business fol
lows the ups and downs of housing 
and real estate financing. The suc
cesses and failures and experiences 
of our customers are reflected in our 
record. We neither start nor stop the 
train of real estate activity; we mere
ly attach to the train as it moves on 
its way, our real estate title policy. 

Between 1911 and today our coun
try has engaged in a small war with 
Mexico, a big World War I, a bigger 
World War II and is now obliged to 
envisage the possibility of a biggest 
World War III. These international 
hostilities have necessarily empha
sized the indispensability of strong 
central government. They have con
currently brought citizens into ever 
more intimate contact with and great
er dependence upon government. Ger
man citizens followed their govern
ment to its doom and almost to their 
own destruction as a people. English 
citizens have, since World War II, 

followed a government of their own 
choosing down the road to State 
Socialism. Consider the people of 
France, Italy, India, China, Russia. 
Unrest everywhere. What is it these 
different peoples want? How can they 
achieve their objectives? 

Are we in the United States im
mune from this world turmoil? Are 
our people complacent or are they 
restive and uncertain? If not content, 
what is it our fellow citizens want? 
How do they intend to satisfy their 
wants? 

These questions about world wide 
wants, I state, but do not attempt to 
answer. They are put forward merely 
as background. We need to have them 
in mind as we pursue our considera
tion of activities of our own Federal 
Government in housing and real es
tate financing. What do our people 
want? 

I shall list certain developments in 
real estate financing which have had 
far reaching effects. I shall discuss 
some of the underlying causes of the 
profound changes which we have wit
nessed. We shall take a look at why 
we got to where we are in our rela· 
tions with the Federal Government. I 
shall suggest a current appraisal of 
those relations. 

At the beginning of this 41 year 
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stretch we as citizens making a living 
from real estate financing did not 
encounter Uncle Sam. No Federal 
income taxes, no Federal construction 
materials, no federal government par
ticipation in the mortgage business. 

During this 41 year stretch, we 
have changed to ever increasing gov
ernmental participation. For a quick 
summary call to mind Federal agen
cies which have been set up and have 
had close relations with the mortgage 
business during this period: Federal 
Land Banks, Joint Stock Land Banks, 
Reconstruction Finance Corporation, 
Home Owners Loan Corporation, Fed
eral Housing Administration, Federal 
National Mortgage Association, Vet
erans Administration, Securities and 
Exchange Commission, Federal De
posit Insurance Corporation, Federal 
Savings and Loan Insurance Corpor
ation, Housing and Home Finance 
Agency. 

First, why did we get to where we 
are? I submit that the Federal Gov
ernment did not, by its own motion, 
force itself upon housing and real 
estate financing. Instead, new con
cepts of government, in its relation 
with its citizens, and a series of events 
or so-called "emergencies," have 
brought about the end result. I now 
list seven of these events: 

Farmers in Trouble 
1. In 1916 hard pressed farmers 

were not able to obtain mortgage 
funds. This situation led to creation 
of twelve Federal Land Banks, each 
operating in a Farm Credit District. 
Land banks make long-term loans 
through national farm loan associa
tions upon first mortgages on farm 
lands and issue tax exempt farm loan 
bonds secured thereby. The Federal 
Land Bank system is cooperative and 
is completely farmer owned. A bor
rower purchases stock in the associa
tion in an amount equal to 5% of 
his loan. Loans are made direct to 
association members only. The associ
ation is exempt from federal, state, 
municipal, and local taxation, except 
taxes on real estate it may acquire. 

Under this same Federal Land Bank 
Act of 1916, forty-nine regional Joint 
Stock Land Banks were established. 

They were privately owned. Funds 
came from capital supplied by the 
stockholders and from sales of tax 
exempt bonds up to fifteen times the 
capital and surplus of the issuing 
bank. Loans were made in the home 
state of the bank and not more than 
one contiguous state. These banks 
issued bonds at low interest rates and 
were not permitted to charge on 
mortgages more than 1 o/o above the 
bond rate. 

In 1933 Congress directed that all 
Joint Stock Land Banks go out of 
business and liquidate. They could not 
bail out the farming business in the 
midst of the economic collapse of the 
1930s. Federal subsidy of farmer earn
ing power and control of farming 
operations came in to do the job. Fed
eral activities included price support 
for farm products, regulation of the 
nature and volume of farm produc
tion. Aid and control still continue in 
1953. 

2. You will recall that in one of 
President Roosevelt's broadcasts early 
in 1933, he stated in effect "all ye that 
are heavy laden with mortgages on 
your homes, send word to me at the 
White House." Home mortgage debt
ors did send word to the President. 
They did not make payments on their 
mortgages. Failure of home owners 
to make mortgage payments with 
accompanying distress of mortgage 
lenders who were denied opportunity 
to realize on their mortgages because 
of moratorium laws or other circum
stances led to organization of Home 
Owners Loan Corporation in June, 
1933. 

The overall financial accomplish
ment of this Corporation was to put 
$3.1 billions of new money into re
financing about one million home 
mortgages. It made enough profit to 
cover cost of operation. It succeeded 
in its rescuing operation. It also intro
duced and sparked the use of fifteen 
to twenty, fully amoratized, loans on 
homes, in place of the customary five 
year mortgage calling for little or no 
principal prepayments. It ceased to 
do business because activity of other 
Federal agencies in the field of home 
financing made continuation of the 
Corporation's work unnecessary. 
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Real Estate Bondholders and Banks 
3. In the 1930s holders of defaulted 

real estate bonds called for aid from 
the Reconstruction Finance Corpora
tion. 

Jesse H. Jones, Chairman of that 
Federal agency, states in his book 
"Fifty Billion Dollars, My Thirteen 
years with RFC 1932-1945" "What is 
the largest single type of investment 
in which the American people put 
their money? It isn't railroads or 
highways or insurance policies or 
savings accounts or corporate stocks 
and bonds. It is the mortgage on real 
estate. From the ten-acre farm to the 
tallest skyscraper, almost every piece 
of property in the country has carried 
a mortgage at one time or another. 
Mortgages have financed the con
struction of nearly every home, fac
tory, store, or office building in this 
country. 

"During the depression the almost 
measureless market for mortgages 
went into total eclipse. The RFC 
helped bring it back into the light 
of day- and also into the light of 
reason." 

He estimated the total urban mort
gage debt in 1932 to be more than 
thirty-five billion dollars. Of this total, 
nine billions was held by commercial 
banks and trust companies and mu
tual savings banks; seven billions by 
building and loan associations; six 
billions by life insurance companies. 
Five billions was in real estate bonds 
held by the public. 

In a chapter entitled "Unfreezing 
Chicago's Lake of Frozen Mortgages" 
Mr. Jones says: "First of the large 
cities to have its frozen real estate 
mortgage market thawed out was 
Chicago. In that happy process the 
RFC cooperated with private busi
ness. The defrosting began when 
three of the largest Chicago financial 
institutions, the Continental Illinois 
National Bank and Trust Company, 
the First National Bank, and the Chi
cago Title and Trust Company, 
formed the Fort Dearborn Mortgage 
Company, which immediately began 
doing a heavy volume of business 
based upon a rediscount arrangement 
with the RFC." 

Mr. Melvin A. Traylor, President of 
the First National Bank of Chicago, 
and I, in presenting a program to the 
Board of the RFC, urged that we 
must have Federal aid to break a log 
jam. We had a sound plan but not 
enough capital. Funds were required 
at once for taxes, repairs, and re
organization functions. No private 
funds were available. The most we 
sought was a loan of 30% of the then 
appraised value of a property. We 
offered an extra cushion of Fort Dear
born money in an amount of 10% of 
each loan. The plan worked. Within a 
short time ample funds became avail· 
able from private sources. 

Difficulties of banks, many of which 
had large mortgage holdings, brought 
about public pressure for adoption of 
the F ederal Deposit Insurance Cor· 
poration Act of June 16, 1933. Original 
guaranty was for each deposit up to 
$2,500. This was subsequently in
creased to $5,000 and now to $10,000. 
Demand for this guaranty sprang in 
part from the inability of banks to 
convert mortgages into cash in a 
period of stress. It continues to be an 
important factor in the mortgage loan 
activities of banks which are active 
lenders on home mortgages. 

The financial commitments of RFC 
directly and through sub-agencies and 
of Federal Deposit Insurance Corpor
ation have run into billions of dollars. 
For the last several years chief em
phasis has been in the area of stimu
lating business activity rather than 
rescuing enterprises in distress. 

Federal Controls 
4. Problems arising in connection 

with real estate bond financing and 
the foreclosure and reorganization of 
properties standing as security for 
such bonds brought about extensive 
investigations and regulations by the 
Securities and Exchange Commission 
in the early 1930s. 

The famous Section 77b of the Fed
eral Bankruptcy Act was adopted in 
1934. Under an entirely new concept 
of reorganization instead of liquida
tion, federal laws and federal courts 
and federal agencies supplanted state 
laws and state courts in thousands of 
cases involving mortgage defaults. 
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The federal procedure is still avail
able. 

World War II and the subsequent 
defense program have produced nu
merous Federal controls; wage stabili
zation, material allocations, confisca
tory taxes, price controls including 
rent controL 

Public Housing 
5. The National Industrial Recovery 

Act was adopted by Congress in 1933. 
In connection with this Act there was 
appropriated the first Federal money 
to be used for public housing. The 
stated purposes were to stimulate 
employment in the building trades 
and to clear slums. The administra
tion of the public housing features of 
this Act passed through various Fed
eral agencies until, in 1937 there was 
created the United States Housing 
Authority. The major purpose of this 
Authority was to supply good living 
accommodations for persons unable to 
pay full economic rent. It involves a 
continuing subsidy from public funds 
for housing. In this program, a wel
fare objective has been recognized as 
outweighing considerations of mort
gage credit or self sustaining eco
nomic elements. 

Housing Demand 
6. Shortage of housing (real and 

artificially produced through rent con
trol) during and after World War II, 
increased the use or brought about 
the creation of numerous Federal 
agencies including Federal Housing 
Administration, Veterans Administra
tion and "Fanny Mae." Federal funds 
were made available for aid in elimin
ating local slums. 

A Mortgage Market Wanted 
7. Government guarantees lie at 

the base of the tremendous increase 
in the volume of home mortgages and 
of the spectacular increase in cash 
deposits with private agencies which 
are now large suppliers of mortgage 
money. 

Nevertheless, there is pressure to 
broaden and maintain a market for 
mortgages. Builders of residential ac
commodations want an ample and 
dependable supply of mortgage funds 

at current rates and terms. Institu
tional lenders are attracted by the 
security and interest rates of good 
mortgages but many want advance 
assurance of a place to sell mortgages 
for cash at some price under any 
conditions. Who shall provide this 
market? 

Where Are We? 
Permit me then to summarize 

where we are. We citizens invited 
Uncle Sam into housing and real 
estate financing. He came in a very 
small way at first- just to help sup
ply mortgage funds for the farmers. 
But as financial and business catas
trophe followed financial calamity 
from 1929 on, further mortgage loans 
couldn't save the farmer. Widespread 
unemployment produced a succession 
of crises affecting every business and 
every citizen. Mortgages and the mort
gage business toppled with the rest. 
Those citizens concerned with housing 
and real estate financing turned to 
government. 

Here are a few pertinent statistics 
to indicate the extent of government
al activity: The Home Owners Loan 
Corporation made about one million 
loans, totaling 3.10 billion dollars be
fore it closed up and liquidated. 
Through June, 1952, Federal National 
Mortgage Association had purchased 
over 3 billion dollars of FHA and 
VA mortgages and had sold or col
lected about a third of it. The Federal 
Housing Administration had written 
through June, 1952, a total of 21 
billion dollars in mortgage insurance 
and had in force at that time nearly 
14 billion dollars. The Veterans Ad
ministration has insured some 10 
billion dollars of mortgages now out
standing. The assets of the Federal 
Savings and Loan Associations now 
total almost 22 billion dollars, the 
shareholders of a substantial part of 
which are insured by Federal Savings 
and Loan Insurance Corporation. The 
Federal Deposit Insurance Corpora
tion insures upward of 160 billion dol
lars of bank deposits. Nearly half of 
all money now invested in residential 
mortgages is directly insured by FHA 
or VA and a major part of the re
mainder is at least influenced, if not 
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in effect guaranteed, by Federal Sav
ings and Loan Insurance Corporation 
or Federal Deposit Insurance Corpor
ation. 

As government, in response to citi
zen pressure stepped in, did any one 
step out? Yes- many citizens stepped 
away from managing their own af
fairs in the manner of earlier days. 
Included amongst those stepping 
away were some free enterprisers 
known as mortgage bankers. Let's 
take a quick look. 

What Happened to the Mortgage 
Banker? 

In 1911 a mortgage banker was 
middle man between a borrower striv
ing to get the largest loan for the 
lowest rate and an investor interested 
in good mortgages at the highest re
turn available. The borrower was any 
property owner. The lender was a pri
vate individual or corporate investor. 
The mortgage banker prospered. 

As Uncle Sam made his first entry 
into the mortgage field in 1916 and 
continued during the 1920s to help the 
farmer, the private firm mortgage 
banker found he couldn't compete 
with agencies using a tax exemption 
and dealing directly with the borrow
er. The mortgage banker quit. 

In the 1930s, Home Owners Loan 
Corporation dealt directly with home 
owners and owners of home mort
gages. There was little left for the 
mortgage banker except as an em
ployee or an errand boy of the local 
representative of the HOLC. 

By 1932, real estate bonds which 
were in serious trouble as early as 
1928, had defaulted in whole sale lots. 
Totals ran to billions of dollars. Fol
lowing an address on the subject of 
mortgage defaults delivered to Chi
cago Mortgage Bankers Association 
on March 18, 1931, I addressed the 
annual convention of the Mortgage 
Bankers Association of America in 
Dallas, Texas, on October 28, 1931. 
The subject of my address was "The 
Mortgage Bankers' Opportunity." In 
that address I said "In a time of dis
tress, it has become the fashion to 
turn to the state or national gpvern
ment for aid. So now, in the real 
estate mortgage field, government is 

being asked to find a quick solution
a central bank, government supervi
sion of some mortgage pool, efforts 
to stimulate building as an aid to end
ing business depression-all of these 
have been suggested." I then urged, 
"Don't lay your problems at the door 
of government - solve them your
selves. Study thoroughly the errors 
made during the past ten years, to be 
certain of avoiding them in the fu
ture. In the discharge of these func
tions lies your great opportunity. Do 
the job well, and you will lay a solid 
foundation for future business in one 
of the indispensable elements of the 
capital structure of our country -
sound real estate mortgages." 

My suggestion to proceed without 
government aid was indeed unreal
istic. I had not then accurately meas
ured the extent and severity of the 
economic collapse. Many mortgage 
bankers did become active and help
ful in the work of bond reorganization 
committees, But they functioned as 
real estate and mortgage experts, not 
as mortgage bankers. 

When the Federal Public Housing 
Act of 1937 was adopted the mortgage 
banker departed on a permanent va
cation from financing related to that 
segment of the real estate mortgage 
business. The erstwhile partner -
Uncle Sam-local public officials and 
investment houses specializing in gov
ernment securities took over. 

Thus we see one of the results of 
government participation in real es
tate financing has been to remove im
portant segments of the business 
from the domain of the mortgage 
banker. Another result has been gov
ernment domination. Another import
ant result has been to make the bor
rower more independent. He has more 
choices. He may deal direct with 
Uncle Sam. At least one large com
pany is making mortgages as a part 
of the technique of selling life insur
ance. Competition between lenders for 
desirable loans is keen. The prospec
tive borrower knows this and acts ac
cordingly. 

Notwithstanding - indeed in large 
measure because of government activ
ities- many mortgage bankers have 
had good earnings during the past 
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five years. The source of these earn· 
ings and the techniques employed by 
the mortgage banker have undergone 
great change. We must admit that we 
are not the same kind of free enter
prisers we once were. We must con
fess that we are leaning on Uncle 
Sam. That is today's fashion. 

Do We Taper? 
But, government aid seems to have 

certain attributes of a habit forming 
drug. First, it is not easy to stop the 
habit; second: in extreme cases sound 
treatment requires, not an abrupt 
stop, but a tapering off. When and 
how do we stop or begin to taper off 
our demands on government? 

Uncle Sam has been rescuing, re
suscitating and stimulating housing 
and real estate financing in a big way 
during the past twenty years. True 
he seems to thrive on it, he has 
grown- oh so big! But, how much 
reserve strength does he have? Do 
we know how he will perform under 
less favorable conditions? Ought he 
now begin to retrench; to save some
thing for a pinch? 

Each one of us finds it easy to say 
that Federal activities should be cur
tailed or discontinued. But we seem 
to favor doing that to the other fel
low's business. 

So, What? 
Up to this point of my address I 

have had smooth sailing. A certain 
amout of search was required to get 
exact names, dates and details of 
federal agencies. But it was rather 
pleasant to put together the material 
dealing with matters intimately con
nected with my business; sort of bio
graphical data about our company's 
activities. I hope it has served to re
fresh your memories and enlist your 
interest concerning the events under 
review. 

But at this point I have the un
happy task of confronting an audi· 
ence which is entitled to say- "So 
what- where do we go from here?" 

My answer may be quite disappoint
ing. It is this- ! am not able alone to 
appraise the full meaning of Uncle 
Sam's entry on a national scale into 
housing, real estate financing, slum 

clearance, building construction, guar
anty of deposits which find their way 
into mortgages. 

Furthermore, I do not believe that 
your local or your national Associa
tion alone can give you an adequate 
appraisal. 

It seems to me that we need a cur
rent and fresh impartial evaluation of 
the whole government program with 
respect to housing and real estate 
financing. To this end a committee 
of the Congress, or a commission ap
pointed by the President under auth
ority from Congress should be created 
to make a thorough study on a nation
wide basis and make public its find
ings and its recommendations. Mort
gage Bankers should take an active 
part and render full aid to such a 
study. I am informed that your na
tional organization has provided a 
fund for a special study of a proposed 
central mortgage discount bank. Such 
a study could well be tied in with a 
nationwide inquiry by .. the proposed 
committee or commission. There are 
compelling reasons, in my judgment, 
for doing this job now. 

An Appraisal Is Needed Now 
Let me mention a few probl~ms , o:t,_ 

far .. reaching .. importance to support·· 
my own cbnclus~on .and recomn}epda
tion as just stated: -

1. Government participation in real 
estate financing thus far may be 
classified into (a) operations designed 
primarily to rescue or to aid either a 
lender or a borrower or both, (b) ef
forts to stimulate building construc
tion, thereby supplying needed hous
ing and helping to energize the whole 
economy, (c) social or welfare ob
jectives. 

It is now a fair question, has Gov
ernment adequately separated its 
credit and its welfare functions? Let 
me illustrate by reference to Govern
ment's determination to keep a 4% 
rate on V.A. loans in a 4:14 % to 4lh% 
market. Credit functions of Govern
ment can not continuously ignore the 
market; welfare functions can com
pletely disregard the mortgage mar
ket so long as Federal funds are avail
able to perform a given task. 

We are vitally concerned that the 
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welfare and credit functions of the 
government in housing and real es
tate financing should be separated and 
evaluated in accordance with different 
rules. Interest rates, mortgage insur
ance, secondary credit, all of which 
are today matters of Government con
cern, should be determined in terms 
of the market place and not by Gov
ernment edict in which the welfare 
aspects or political pressures of pow
erful groups prevail over sound busi
ness methods. On the other hand, pub
lic housing and similar activities, can 
and should be, properly evaluated for 
what they are as experiments in social 
functions of the Government and not 
confused with the standards that 
would apply to the credit aspects, in
terest rates, and similar decisions of 
Government in business transactions. 

2. We know that Government activi
ties in real estate financing can be 
highly inflationary. What about Gov
ernment policies which may be defla
tionary? It would seem wise for us 
to consider how we meet a deflating 
phase of an economic cycle in real 
estate financing and building con
struction. Surely we know that over
inflation sets the stage for over-de
flation. An over supply of mortgage 
money at a time of declining demand 
for housing may increase the cost of 
new housing at the same time that it 
depresses the sale price of all housing 
-both old and new. 

3. The central core of the mortgage 
business is in urban loans. Govern
ment participation in real estate fin
ancing has brought wholly new tech
niques and standards for home mort
gage lending. For instance, the long 
term, fully amortized home mortgage 
in an amount as high as 95% of ap
praised value. Every experienced 
mortgage lender knows that the char
acter of a neighborhood is an import
ant factor in the quality of a home 
mortgage. This factor is a risk which 
becomes more important as the loan 
term is lengthened. A factor, a switch 
track, an expressway, neglected build
ings, changing population - any of 
these elements may damage a residen
tial neighborhood. What attention do 
we give to city planning, zoning, 
neighborhood conservation, neighbor-

hood redevelopment with twenty year 
urban loans at stake? 

4. Excessive competition between 
lenders in the 1920s greatly aug
mented the mortgage debacle of the 
1930s. Are there unhappy results 
brewing in today's competition be
tween lenders for mortgages? 

5. If 80 % unguaranteed loans are 
not suitable for institutional purchase 
then should we not consider why and 
to what extent government should 
continue to assume the extra risk? 
Will it be to relieve a clear shortage 
of housing? Will it be to increase 
building construction as one method 
of stimulating a sagging economy? 
Will it be a welfare or social purpose? 
Or, will there be no predetermined 
limit of amount or purpose or time 
controlling governmental action? 

6. If mortgage faults do occur in 
volume what will Uncle Sam do? We 
are now dealing with very large com
mitments. At a time of economic 
stress will Government be inattentive 
to the plight of direct or indirect 
owners of mortgages in default? The 
institutional mortgage lender using 
funds supplied by the general public 
may sometime get a three way 
squeeze, (a) motrgage borrowers de
fault, (b) the public ceases to make 
new deposits of cash, (c) the public 
withdraws its cash. Who is to do 
what under those circumstances? Will 
a central mortgage discount bank, or 
mortgage exchange meet the needs? 
And what will be the attitude and 
responsibility of government as to 
mortgages in default but not guaran
teed? 

7. Should Uncle Sam now discon
tinue new commitments for public 
housing and slum clearance? Should 
Federal funds for those purposes be 
allocated only against matching local 
funds? What major policies or objec
tives should determine the program? 
When a city as important as Los 
Angeles declines to proceed with fur
ther public housing because it cannot 
afford its share of a continuing sub
sidy, and Federal officials attempt to 
force upon the City further public 
housing, we have indeed reached a 
strange state of affairs. Impetus and 
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encouragement having been supplied 
by the Federal government, should 
public housing and slum clearance be 
regarded as essentially local - not 
federal problems? 

8. As a final reason to support the 
need for an authoritative nationwide 
study we must remember that real 
estate financing and housing do not 
stand alone and apart from the total 
economy of the country. The basic 
support of rental or mortgage pay
ments for housing is employment. A 
high level of employment at good 
wages or the opposite conditions are 
vital elements in determination of 
long range governmental policies for 
real estate financing and housing. 

Conclusion 

In conclusion - we have taken a 
quick look at the changing relations 
of the Federal Government to housing 
and real estate financing during the 
past forty years, with particular at
tention to the last twenty years. The 
changes are not peculiar to this one 
area of our economic and social and 
political life. They are typical of a 
trend- national, even world wide in 
scope. But, we need to re-examine and 
re-appraise our program in this area 
just as the new national administra
tion has called for re-examination in 
other affairs of government. The task 
should be undertaken now. 

The Title Plant 
The General Index 

MEL J. BORG 
Assistant Superintendmt of Title Plants, lJV asbington Title Insurmzce Company 

Seattle, Washington 

We are permitted by the author and by the Washing
ton Land Title Association to which convention Mr. 
Borg's paper was presented in late 1952. 

Mr. Borg's experience in the building and mainten
ance of title plants dates back to the early 20's. Starting 
as a Minnesota abstracter, he successively was with the 
Title Insurance and Trust Company in Los Angeles in 
its General Index based on Soundex. Later he was with 
the National Title Insurance Company, of Los Angeles; 
and in private practice made installations at various 
California plants. We thank the author for his contri
bution; we thank the Washington Association for its 
courtesy in permitting this reprint. -Ed. 

I have been asked to discuss Gen
eral Indexes or Name Plants such as 
we know them in the Title Insurance 
and Abstract business. 

I think Name Plant is a more digni
fied name. The minute the Index was 
called General, the interpretation was 

very literal and everything was 
thrown into this index-when I say 
thrown, I mean that literally, too. I 
saw one posting some time ago for 
a grocery bill for $40.83. This bill was 
filed in the auditor's office. I do not 
believe we would go to that bother 
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today as that amount of money would 
only buy a couple of steaks. 

Primary Purpose 
I would like to mention here, the 

primary purpose and use of the Gen
eral Index and the documents that are 
posted or filed in it. We all agree I 
think, that name indices are a neces
sary adjunct to the title business, 
wherein we can accurately index by 
name, all documents which do not 
carry a description of real property, 
but still may have a vital effect upon 
the title under-search. 

The usual practice is to post or file, 
to this index, the following docu-
ments. 

Contents 
Affidavits, Prop e r t y Settlement 

Agreements, Bankruptcies, Decrees of 
Change of Name, Articles of Incor
poration, Powers of Attorney, Di
vorces, Partnerships, Deeds assigning 
or conveying interest in Estates, Dec
laration of Trust, Insanities, Judg
ments and the releases therof, Pro
bates, Trust Indentures and a multi
tude of other documents. Some com· 
panies post in addition to the above, 
Marriages, Adoptions, Death Certifi
cates and other miscellaneous inform
ation, which actually do not affect the 
title to the land, but are posted or 
filed merely for informative purposes. 
Many companies, during the past few 
years, found their index books in
creasing in volume at such an alarm
ing rate that they discontinued post
ing some of the documents just men
tioned, posting only those that actu
ally affected the title to real property. 

I shall endeavor to sum up briefly, 
the advantages and disadvantages of 
the three types of indexing with 
which I am familiar and which in 
my opinion, are the most extensively 
used in the Title business. 

Types 
The three are: 1. The Straight Al

phabetical; 2. The LMNRT and; 3. 
The Soundex System. 

The first, or straight alphabetical 
system, is the one that has had the 
most common usage. This method is 
based on "idem sonans" and has been 
practical enough for a county whose 

filings or recordings are few per day. 
Even here in time, the accounts be
come large, cumbersome and difficult 
to search. Too, as the accounts grow 
numerically by names being added, 
the tendency is to get farther and 
farther away from the original theory 
of indexing by sound and pronunci
ation. We find then an account such 
as I have before me. It began with 
the name "Cowan" and as time went 
on and various people worked on the 
books, there were added thirty more 
names, finally ending up with names 
such as "Koehne" "Cawein" and 
others. 

Rewrite 
This is not only costly in mainten

ance but extremely costly in search
ing and examining. When this condi
tion becomes unbearable then the re
processing begins. Re-write the ac
count, re-arrange the name groupings 
and begin again to build up the same 
condition as we had before. The dis
advantages to this system are many 
and the advantages very few. 

LMNRT 
Number two is the LMNRT Sys

tem. This method, as was system 
number three, Soundex, was designed 
by a Mr. Russell of Pennsylvania. 
The LMNRT was adopted by various 
title companies at a comparatively 
early date. The advantage of this 
method over the alphabetical system 
is that LMNRT employs the sound 
based on the five consonants rather 
than the spelling, to bring together 
into one account, substantially all 
names which are phonetically the 
same. All surnames are arranged un
der their initial letter, which is the 
first letter of the name and then fur
ther subdivided according to the "key 
letters" LMNRT. This system consists 
of two elements: 

1. The index to the accounts or 
sometimes known as the Master 
Index. 

2. The Accounts. 

The position of a name in the 
Master Index is governed by the first 
two key letters which appear follow
ing the initial letter in the name and 
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the order in which these key letters 
appear in the name as follows: 

L M 
LM ML 
LN MN 
LR MR 
LT MT 

Names that do not contain any of 
these key letters are brought together 
under the initial letter in one account 
and designated as the Miscellaneous 
Account. Names such as "Shaw-Shea, 
Lee," etc. The advantage of the 
LMNRT over system number one is, 
it has one definite category as a basis 
for beginning the account, namely, 
one of the five consonants mentioned. 
It has the disadvantage of method 
number one in that we still have the 
Master Index which means the run
ning of two books in order to find the 
name under search. 

Sound ex 
The third system using the Soundex 

Code as the basis for indexing, is 
probably the most advanced method 
used in the title business today. Those 
of you who know me will understand 
and forgive me for being a bit preju
diced in favor of this system. 

First of all, this is known as a 
Direct Index. In other words, we have 
no index to the index or Master In
dex. The code itself directs you to the 
account you wish to search. It auto
matically categories names that are 
similar in sound as well as in spelling, 
into the same account. To give you an 
idea of the refinement that occurs at 
the very beginning of the three meth
ods I shall give you a few figures. 
System number one, idem sonans, has 
the twenty-six letters of the alphabet, 
or twenty-six divisions. Number two 
or the LMNRT has five times twenty
six or one hundred and thirty cate
gories. Number three, the Soundex 
has two hundred and fifty-nine code 
number within each letter of the al
phabet or six thousand seven hundred 
and thirty-four divisions. From this 
point on the refinement under the 
Soundex becomes more rapid and ex
tensive. I am not mathematical 
enough to run this out to all positions. 
I stopped at one million seven hun
dred thousand positions. 

Numerical Value 
The Soundex System is based upon 

a numerical value given to all the 
consonants in the alphabet- excepting 
three- W, H and Y. The latter three 
have no sound in pronunciation, we 
merely breathe them. The values run 
as follows: 

BFPV 
CGJKQSXZ 
DT 
L 
MN 
R 

equals 1 
equals 2 
equals 3 
equals 4 
equals 5 
equals 6 

Key Letters 
These are called the "Key Letters". 

The first letter of the name is called 
the "Initial Letter," this letter we do 
not code. If there are less than three 
codable consonants in a name, we 
add ciphers in order that all code 
numbers will have three digits. This is 
done merely for the sake of uniform
ity. Let us take the name of Jones. 
"J"is the initial letter or book. Our 
first codable consonant is "n" with a 
value of five. Our next codable con
sonant is "s" with a value of two. 
Consequently our account is in Book 
"J" code 520, which is shown on the 
tab on the back of the book such as 
the one I am holding in my hand. 
From here on we refine it alphabetic
ally as to the given name, the middle 
initial and if more than one posting . 
appears with an identical name and ' 
initial, we index the cards chronologi- . 
cally as to filing date. If enough post- : 
ings contain the same name such as 
John, William or Albert, we created 
separate accounts for those names · 
only. So it is readily seen that there. 
is no limit to the refinement. 

Each document or posting is typed 
on a separate card and when properly 
indexed and filed, gives us in fact, a 
chain of the same name indexed with
in the code, alphabetically, chrono
logically and numerically. There is no 
guess work here and no grouping 
phonetically. There is a definite place 
for every name that has ever been 
written. Even though we cannot pro
nounce the name, the code finds the 
proper place for that particular name 
for us. Trying to explain this system 
to you in this length of time may 
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make it sound extremely difficult to 
master. The truth is, it is very simple. 
After a few months of experience 
girls will, on average orders, make a 
name-run under this method in less 
time than it would take a searcher to 
even locate his name under the old 
system. 

Departmentalized 
We have created a "General Index 

Department" for the companies whose 
installations were quite large and 
trained girls to do all of the typing, 
filing and the searching. We have 
found this to be more economical as 
well as more efficient. 

We are today, ladies and gentlemen, 
living in a specialized world, man
aged by specialists, run by specialists 
and the product created by specialists. 
It is true that in our business, indi· 
vidual research and thinking, comes 
into play once the search is ready 
for examination. The prior operations 
in my opinion should come within the 
realms of production the same as 
any other industry. Title Insurance to 
my mind, does not sell a tangible 
product, but a service. This service is 
satisfactory to the public only as far 
as the element of time consumed from 
the date of entry of the order for a 
policy and to the date of delivery. I 
will hazard a guess that less than 
five percent of the policies are ever 
read by the holder. Their main inter
est is "How long will it take?" The 
fact that one search may take an 
hour, another perhaps a week is of 
no concern to them. So the service 
boils down to the simple principle 
that our production machinery must 
be modernized to the extent that it 
will fit into the specialized era we are 
living in. · 

Specialists 
System number three which I have 

tried to describe to you, I feel, comes 
within the category of specialists. I 
am now speaking of the larger com
panies. This method of indexing fits 
into the scheme of operations in small 
companies as well as the large ones 
but a special department need not 
be created. Here are some of the ad
vantages of this type of indexing, 
there are many more. 

1. Books need never be rewritten. 
2. Outlawed and obsolete postings 

can be removed, keeping the ac
counts to a minimum. 

3. Less cost per search. 
4. Less wear and tear on the books. 
5. Less congestion- eliminating the 

G.I. Bottle-neck. 
6. Cards always typewritten. 
7. Less chance of errors. 

The ramifcations and details in· 
volved in revising or installing a new 
General Index are too numerous to 
mention here. I shall be happy to 
answer any questions at the conclu
sion . of this meeting. 

Service Above All 
May I leave this thought with you 

in closing. Our policies are only as 
good as our searches. Our searches 
only as accurate as our plants. The 
books of information, called plant, 
are the tools we furnish our people to 
work with. Let us keep our tools 
modern and adequately sharp in order 
that our service to the public may be 
the acme of speed, efficiency and ac
curacy. Remember "Service" is the 
product we sell. 
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Remington Rand'~ 

Business Services can do these 
things. for You ! 

Remington Rand's Business Services Departments have had 

years of successful experience in modernizing the plants of 

title and abstract companies. In effect, we "rent" to you our 

expert staffs, to install new systems and to revise present 

systems. Here are the principal services we render: 

• Dexigraph PhotocopyingofCountyRecords. Deeds, mortgages, assign

ments, releases, leases, plats, etc., to provide you with photocopies 

of county records in your office. 

• Microfilming of County Records. Deeds, mortgages, assignments, 

releases, leases, plats, etc., to bring microfilm or Kard-a-Film cop

ies of county records right into your office. 

• Microfilming of Your Office Records. Office copies of abstracts, rough 

notes, search sheets of previously issued title policies, tract books. 

• Installing the Soundex General Index. Vertical cards, visible records, 

or loose leaf binders for your General Index. 

• Preparing Tract Indexes. Cards, loose leaf binders, typed or tabulat

ing cards prepared for Tract Index systems. 

e Complete or Partial Installation of Geographic Unit File System. On 

. photocopies or Kard-a-Film. 

• Engineering Office Methods Surveys. Basic fact-finding, impartial 

analysis and recommendations. 

For full information about our Business Services Departments, 

write to Room 1641, Management Controls Reference Library, 

315 Fourth Avenue, New York 10. Ask for Booklet BSD2. 
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Federal Liens 
Method of Disposing of Federal Liens Where Foreclosure of Lien 

on Real Estate Becomes Necessary 

FRANK A. STAMPER 
President, Houston Title Guaranty Company, Houston, Texas 

We are indebted to Mr. Frank A. Stamper for this 
excellent paper. He speaks as an attorney of Texas and 
refers to Texas law as regards filing of the lien. Yet 
his thorough consideration of the points involved in dis
posing of Federal liens in foreclosure actions makes 
this paper of value to our entire membership, notably 
the title insurance companies, our attorney members, and 
probably many abstracters, particularly those who write 
title insurance on an agency or representative basis. 

The address was delivered by Mr. Stamper before a 
regional conference of the Texas Title Association.-Ed. 

Prevalence of Government Liens : 

With the Government levying every 
character of tax known to man from 
the beginning of time, and in addition 
throwing off the mantle of its sover
eignty and descending to the level of 
ordinary business in every type o.f 
lending operation which the mind o.f 
man can contrive, it is only natural 
that each of us who engage in the 
business of preparation of abstracts, 
or the issuance of title insurance, 
should at some time be confronted 
with the problem of determining the 
relative rights of the sovereign hold
ing either tax lien or contract lien, 
and the rights of the individual hold
ing contract liens. Two problem usu
ally arise, one being that of priority 
of lien, and the other being the meth
od of destroying or disposing of the 
Government's lien once its subordin
ate position has been determined. 

This discussion is not intended to 
cover the question of priority which 
is complex, and will vary with the 
character of lien imposed by the 
Government, time of creation, etc. 

This problem usually comes to a 
head when the holder of a deed of 
trust or other lien on real estate finds 

that his debtor has become so unfor
tunate as to have liens against the 
security property held by the sover
eign, his Government. In order to 
recognize that a problem does exist, 
it is of course necessary to consider 
under what varying circumstances the 
Government Gan have and hold lien 
on real estate. 

Filing .. · .· 
Everyone is· acqul"ipted with the 

federal lien, which is filed in the office 
of the County Clerk .of . the County 
where the land is situated, and is 
bound into a book kept for that pur
pose as directed by Article 6644 of 
the Revised Statutes of Texas for 
1925. This lien may arise from many 
sources, including income tax, failure 
to withhold the income tax of em
ployees, failure to remit to the Gov
ernment income taxes collected and 
withheld from salaries of employees, 
social security taxes not collected for 
remitted, taxes on various commodi
ties handled or sold by the taxpayer, 
including alcohol, oleomargerine, and 
any number of others. 

Another form of Government lien 
is the ordinary abstract of judgment 
which may be filed and recorded in 
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the office of the County Clerk under 
Articles 5447, 5448, 5449, 5450, and 
5451. Common garden varieties of 
judgments held by the United States 
are judgments on bail bond forfeit
ures, fines and penalties in criminal 
cases, F.H.A. unsecurel loans, and the 
like. 

Descent and Distribution 
Under various Federal Statutes, es

tate taxes, gift taxes, and numerous 
others, are declared to be a lien upon 
all of the property passing under will, 
by descent and distribution, or under 
deed of gift. Some of these, particu
larly liens for estate and inheritance 
taxes, need not even be filed as a 
federal tax lien, or other written docu
ment in the office of the County Clerk 
where the land is siuated. 

Other Federal Liens 
Other liens held by the Government 

arise out of its lending program, 
either to farmers, or to urban bor
rowers under Farmers Home Admin
istration, Federal Housing Act, G.I. 
Bill of Rights, and numerous other 
Statutes putting the Government in 
the lending business. While it is true 
that so long as the mortgage is held 
by some bank, building and loan, in
surance company, or private lending 
corporation, the lien is not one held 
by the government, nevertheless in 
many of the lending transactions the 
mortgage or the lien is created pri
marily in favor of some subdivision 
or agency of the Government which 
has sovereign characteristics, or if 
made by private lending agency, is 
then acquired by the Government un
der its various guaranties, rights of 
subrogation, etc. 

Homestead 
Even the homestead is not immune 

from the lien claims of the Govern
ment, either voluntary or involuntary. 
Voluntary liens when created under 
the methods provided by the Statute 
and ·Constitution are valid on the 
homestead, and many involuntary 
liens such as income tax liens and 
others expressly declared by law to 
be liens on property of the taxpayer 
are good and valid against the home
stead under the decision of our own 

State Supreme Court in the case of 
Staley v. Vaughan 50 SW 2nd 907, on 
the theory that the Constitution and 
Laws of the United States are the 
Supreme Law of the land and super
sede all State and local laws. 

This somewhat lengthy statement 
on the subject of the widely varying 
character of Government and liens, 
and how widespread they have grown 
and into what far corners their ten: 
tacles reach has been given in order 
that it may be understood that the 
problem under discussion is not neces
sarily an uncommon one, or cannot be 
presented to you. 

Methods of Foreclosure 

The private lienholder seeking to 
recover his debt by enforcing his lien 
against the security property is pre
sented with two common and ordin
ary methods of foreclosure. These are, 
foreclosure by judicial action in the 
District Court, usually of the County 
where the land is situated, and second, 
by Trustee's sale under power of sale 
contained in his deed of trust. 

Joining the Sovereign 

Should he or his attorney have 
elected to foreclose by judicial action, 
he is immediately faced with the 
problem that the United States Gov
ernment is a sovereign, immune from 
suit, except under such terms and 
provisions and conditions as have 
been prescribed by the Congress of 
the United States. This Statutory 
authority to sue the Government has 
varied from time to time, but will 
now be found under Title 28 of the 
United States Code Annotated dealing 
with Judiciary and Judicial Proce
dure under Paragraph or Section 
number 2410 of that title, as modified 
and conditioned by Paragraph or Sec
tion 1444. Reference is made to United 
State Code Annotated as that is the 
Code which is usually most conveni
ently available to the title man or 
practitioner. Section or Paragraph 
2410 has previously been Section or 
Paragraph 910 in prior form of codi
fication. Prior to that it was still an
other number. However, the tenor of 
the Statutes remained the same. 

[15] 



Government Consent 
The gist of the . present Paragraph 

2410 is that the Government consents 
to be sued in any civil action in any 
District Court including the District 
Court of the territory of Alaska or in 
any State Court having jurisdiction 
of the subject matter in any action to 
quiet title to or for the foreclosure 
of a mortgage or other lien upon real 
or personal property on which the 
United States has or claims a mort
gage or other lien. Numerous safe
guards are thrown around the Gov
ernment, among other things by pre· 
scribing a definite method of serving 
process by serving the United States 
Attorney for the district in which the 
action is brought, and by sending 
copies of the process and complaint 
by registered mail to the Attorney 
General of the United States at Wash
ington. The Government is then 
granted sixty days after such service 
to appear and answer. It is mandatory 
that these conditions be complied 
with, and they may not be waived by 
the Government's Attorney. 

In State Court 

If you have elected to file suit in 
the State Court, the Government un
der Paragraph 1444 of Title 28 can 
forthwith remove the case to the 
District Court of the United States 
for the District and division in which 
your suit is pending. 

Superiority of Lien 
After you have settled down into 

the Court in which the Government 
has elected to litigate, and have been 
able to make such showing as you can 
on the priority of your lien, Para
graph 2410 provides that if the lien 
of the Government is superior you 
may have your sale without disturb
ing that lien unless the government 
consents that the property may be 
sold free of its lien and the proceeds 
divided as the parties may be en
titled. If it has been determined that 
the Government's lien is a junior lien 
your judicial sale held by the Marshal 
will have the effect of discharging the 
property from the liens and encum
brances against it, except that the 

government is specifically granted 
one year from the date of sale within 
which to redeem the property from 
the Marshal's sale. The Government 
can probably redeem by paying the 
amount bid at the sale. It is therefore 
important to bid full amount of your 
debt, including interests, costs and 
Attorney's fees. Thus the title is in 
a state of legalized cold storage for 
one year from the date of the Mar
shal's sale insofar as a resale by the 
purchaser or encumbrance by the 
purchaser is concerned. As far as I 
know the purchaser at the sale could 
have possession and use the rentals 
from the property during that period, 
although it is not clear that he might 
not have to account to the Govern
ment for the rentals should it elect to 
exercise its right of redemption. 

Junior Lien 
Another section of this same para

graph provides that in certain cases 
where it is found that the Govern
ment's lien other than one for taxes 
is a junior lien, the senior lienholder 
may make a written request upon the 
officer charged with the administra
tion of the laws in respect to which 
the lien of the United States arises, 
to have it extinguished. In such case 
appropriate investigation is to be 
made by that officer and if it appears 
to him that the proceeds from the 
sale of the property will be insuffi
cient to satisfy the lien of the United 
States in whole or in part, or that the 
Government's lien has become unen
forceable through lapse of time or 
otherwise, that officer is supposed to 
report the matter to the Comptroller 
General who may then issue a certifi
cate releasing the property from the 
lien. By the time that release comes 
through all of the interested parties 
would probably have died of old age. 

Deed of Trust 
There is nothing readily apparent in 

the above discussed Section 2410 of 
Title 28 which would lead the casual 
reader to believe that it has anything 
whatever to do with foreclosure by 
Trustee's sale under the power of sale 
contained in the deed of trust. How
ever, having carefully analyzed the 
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Statute the Attorney or title man hav
ing noted the complications surround
ing a judicial foreclosure, including 
rights of redemption by the govern
ment, begin to harbor suspicions that 
a Trustee's sale would be far too 
simple to be successfuL His suspicions 
are well founded and thoroughly con
firmed by a reading of the decisions 
of the Federal Courts on this subject. 
Unfortunately, in the last codification 
of the Statute under consideration, 
Paragraphs 2410 and 1444 of Title 28 
of U.S.C.A. there are no annotations 
which direct attention to the decisions 
affecting the questions under con
sideration. 

Decisions Clear Cut 
While there are not many decisions 

on the subject, those which have been 
handed down are clear cut, and indi
cate beyond any reasonable doubt that 
a Trustee's sale under a power of sale 
contained in the deed of trust will 
not destroy the lien of the Govern
ment, and that such lien can only be 
disposed of by judicial sale following 
the procedure outlined in the above 
mentioned Statutes. Probably the 
leading case on this question is Metro
politian Life Insurance Company vs. 
United States 107 Federal 2nd 311, 
Circuit Court of Appeals, 6th Circuit 
1939, writ of certiorari denied by the 
Supreme Court, 310 U.S. 630, 60th 
Supreme Court Reports 978. 

In this case the Metropolitan Life 
Insurance Company had acquired 
three liens during 1929 and 1930, each 
being secured by a deed of trust with 
power of sale. In 1932, prior to the 
foreclosure by Trustee's sale, there 
was assessed and filed a Federal Lien 
for income taxes against the maker 
of the note and deeds of trust. In 
1934 subsequent to the filing of the 
Federal Lien, the Metropolitian Life 
Insurance Company caused a Trus
tee's sale to be held and bid in the 
property at the sale and took a proper 
Trustee's deed for it. In 1936 the 
Metropolitan Life brough suit under 
the provisions of the Statute which 
was a predecessor of the one we have 
discussed asking that the lien, if any 
theretofore held by the United States 
on the property be decreed extin-

guished by reason of the Trustee's 
sale and foreclosure by Trustee's 
deed. The District Court held that the 
tax lien of the Government was not 
extinguished but was inferior to the 
Insurance Company's mortgage liens 
and ordered the property sold and the 
proceeds first applied to the holder of 
the mortgage liens and the balance, if 
any, paid to the Government. The 
Insurance Company appealed from 
this decision but the Circuit Court of 
Appeals affirmed the decree of the 
District Court. While there is dis
senting opinion in the case, it appar
ently has never been followed and 
the rule of decision appears to be 
as established by the majority opin-
ion. 

Procedure 
In the case of the Bank of America 

National Trust & Savings Association 
vs. United States, et al, 84 Federal 
Supplement 387, tried by the United 
States District Court for the Southern 
District of California, Central Divi
sion, opinion rendered June 10, 1949, 
the Bank brought an action to quiet 
title to real estate in Los Angeles 
County, California against the United 
States of America, and others. The 
lien of the Bank was unquestionably 
a first and valid lien on the real 
estate of the mortgagors but at the 
time of Trustee's sale and Trustee's 
deed foreclosing such lien there had 
already been filed numerous liens of 
the United States for withholding 
taxes, federal insurance contribution 
taxes, federal unemployment taxes 
and income taxes owed by the mort
gagors. Such liens had been filed in 
the proper County and the Bank was 
charged with notice of such filing. At 
the Trustee's sale the Bank bid in the 
property and went into possession. 
Apparently when the title was exam
ined following the foreclosure, the 
question was raised as to whether 
the Government liens had been dos
posed of, and this suit was brought to 
settle the question. 

Not Extinguished 
The Court recognizes the priority of 

the liens of the Bank but expressly 
holds that the foreclosure by Trus
tee's sale "did not operate to efface 
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Eliminate those unnecessary 



trips to the courthouse 
Just imagine the hours saved ... 
the convenience ... the faster 
service you could give your cus-
tomers if you had up-to-date 
sets of real property records in 
your office. 

Recordak microfilming makes 
all of this possible. The compact, 
readily-portable Recordak Micro
File Machine, Model E, (IIlust.) 

is ideal for courthouse use. It photographs any document-bound or 
unbound-up to 1972" x 247'2" instantaneously; records it on 35mm. 
Recordak Microfilm for a fraction of a cent. 

Your clerks will be able to work from photo
graphically accurate and complete copies of 
the original documents projected sharp and 
clear on the screen of a Recordak Film 
Reader. o confusing "extract'• abbre
viations ... no omissions ... no que Lions 
about 1gna tures. And if you need photo
copies of any documents, you can make 
them directly from the microfilm record 
right in your office. 

Learn how title-abstract companies 
such a yours are cutting costs, building 
business with Recordak microfilming; 
also get details on the complete line of 
Recordak Microfilmers now offered on a low-cost 
purchase or rental basis. Write Recordak Corporation (Sub.~idiaryof Eastman 
Kodak Company), 444 Madison Avenue, New York 22, . Y. 

~l? ~c c; 1< tJ 11 I( 
(Subsidiary ol Eastman Koclalc Company) 

originator of modern miuofilming- and its title-abstrad appli,ation 

"Recordak" is a trade·mark 



or detach the Government's liens." 
The Court thereupon ordered sale of 
the property by the Marshal with ap
plication of proceeds first to the mort
gage debt and next to the liens for 
taxes held by the United States. 

Tax Lien 
In Sherwood, et al vs. United States 

5 Federal 2nd 991 (District Court 
Eastern District of New York 1925), 
there was no Trustee's sale involved, 
but a judicial foreclosure brought in 
the State Court to which all necessary 
parties had been made except that 
the United States which had certain 
tax liens was not made a party. After 
the completion of the judicial fore
closure, suit was brought to remove 
cloud cast by the Government's liens 
on the property. The mortgage which 
had been foreclosed was purchase 
money mortgage which was unques
tionably prior in point of lien to the 
taxes for which the Government 
claimed its liens, and the purchasers 
at the foreclosure sale were held to 
be thoroughly subrogated to all rights 
which they had as mortgagees. 

Not Extinguished 
The Court properly holds that the 

lien of the United States was not ex
tinguished and concluded by the 
judgment in the State Court to which 
it had not been a party. What is im
portant is the holding that the Feder
al District Court in which the suit 
to quiet title was brought did not 
have power to completely extinguish 
the lien for taxes held by the Govern
ment, and that the only way that 
cloud could be removed was by sale of 
the premises by the Marshal ~t public 
auction, under decree of the Court. 

While in Trust Company of Texas 
vs. United States 3 Federal Supple
ment 683 Judge Atwood at Dallas 
rendered a judgment against the 
Government quieting title after a 
Trustee's sale had been held, this is 
clearly against the weight of author
ity and should the Government appeal 
from such a decision it is believed 
that such a judgment would be re
versed and a strict and literal compli
ance with Section 2410 of Title 28 
would be required. 

Summary 
To sum up, the Trustee's sale meth

od of foreclosure is not operative 
against liens held by the United 
States, or by any of its numerous 
subdivisions (not including herein cor
porations such as Reconstruction Fin
ance Corporation). The only method 
of disposing of liens held by the 
Government is within the narrow, 
confined limits and in accordance with 
the conditions and requirements of 
Section or Paragraph 2410 of Title 28 
United States Code Annotated. Serv
ice on the Government must be had 
in the manner provided by that Sta
tute and the same cannot be waived 
or dispensed with. Jones, Collector of 
Internal Revenue vs. Tower Produc
tion Company 120 Federal 2nd 779 
(Circuit Court of Appeals, lOth Cir
cuit 1941.) The Government has the 
right of removal from State to Fed
eral Court. Even though the Govern
ment's lien be a junior and inferior 
lien, the Government has a right of 
redemption for a period of one year 
from and after the judicial sale. There 
is a method of obtaining release of 
some of the Government's lien under 
certain conditions, but it is obvious 
that it would be a long and arduous 
job. Getting rid of Government liens, 
even though you have a valid prior 
lien, is comparable to the struggle of 
Sinbad, the Sailor, to shake off the 
burden of the Old Man of the Sea. 

Bibliography 

By way of bibliography, reference 
is here made to the following: United 
States vs. Sampseii 153 Federal 2nd 
731, Circuit Court of Appeals 9th 
Circuit, 1946 on the subject of the 
right of the mortgagee whose mort
gagor has become bankrupt to collect 
Attorney's fees as well as interest as 
against rights of the Government to 
enforce its Federal Lien and tax lien; 
Czieslik vs. Burnett, 57 Federal 2nd 
715, holding that suit to cancel U.S. 
Income tax lien must be brought 
against the United States and not 
against the Commissioner or Collector 
of Internal Revenue; letter of June 
10 1949 from the American Title 
A~sociatfon to executive officers of 
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title insurance companies throughout 
the nation discussing the Govern
ment's right of redemption in certain 
cases and enclosing certain opinions, 
including one from the Solicitor of 
Veterans Administration to Assistant 
Administrator for Finance, bearing 
identification designation Digest
Serial 120-49 dated March 28,1949; let
ter from the American Title Associ
ation entitled "VA-Special July, 1949" 
addressed to members of the Title As
sociation re: Veterans Administration 
interpretation of the Statute we have 
been discussing and enclosing there
with Solicitor of Veterans Administra
tion opinion dated June 28, 1949, bear
ing symbol number 244-49, copy of Di
rective from General Counsel of Fed
eral Housing Administration to the 
Directors of all Field Offices dated 
June 24, 1949; letter from the Amer
ican Title Association to Members 
of the Association dated May, 1946, 
entitled re: "Federal Tax Lien," re
producing an article by Rafael J. 

Musicus, Editor of St. John's Law 
R e v i e w 96 Schermerhorn Street, 
Brooklyn, N.Y., entitled "Beware of 
the Federal Tax Lien"; letter of the 
American Title Association to all 
Members of the Association dated 
April 9, 1931, which enclosed certain 
proposed legislation relating to Fed
eral Liens and their foreclosure; An
notations in 105 ALR 1238 on enforce
ment of mortgage liens as against 
liens of the United States. Also, Sec
tion 505 of Chapter 94 of the Hou"sing 
Act of 1950, providing: 

"The right to redeem provided 
for by Title 28, United States 
Code, Section 2410 (c) shall not 
arise in any case in which the 
subordinate lien or interest of the 
United States derives from the is
suance of insurance under the 
National Housing Act, as amend
ed, or the issuance of guaranties 
or insurance under the Service
men's Readjustment Act of 1944, 
as amended." 

Advertising by Radio 
M.G. BUDD 

Manager, Bremerton Title Company, Bremerton, Washingto11 

In our travels, we have visited many times at conven
tions and in offices of members on the subject of adver
tising by radio. Television seems beyond consideration 
by reason of its cost. Radio is within reach of many com
panies. But what to sponsor and how to calculate results 
are two perplexing points. 

Mr. Myrl G. Budd, Manager, Bremerton Title Com
pany, Bremerton, Washington, after careful considera
tion of many programs decided to sponsor "Freedom 
Is Our Business," starring Mr. Robert Montgomery. We 
present factual information concerning their sponsor
ship of this program, some of the commercials, costs, 
and, at the conclusion of the commercials, a short state
ment by Mr. Budd of his analysis of results obtained. 

Tying in with the radio advertising, his company 
carried n.ewspaper advertising relating to the program 
and otherwise advertising his firm. Two of these ads are 
shown on subsequent pages. - Ed. 
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"Freedom Is Our Business" 
STARRING 

ROBERT MONTGOMERY 

WITH 
DAVID ROSE & THE ORCHESTRA 

for 

Bremerton Title Company 
Bremerton, Was bing ton 

*A feature of the World Broadcast
ing System with transitional writing 
by Robert Gleason of radio station 
KBRO, Bremerton, Washington. 

MEDIUM: 
Radio- KBRO, Bremerton, Wash

ington. 
TIME: 

Friday evenings, 7:00-7:30 p.m. 

TYPE: 
Narration by Mr. Robert Montgom

ery and music by David Rose and the 
orchestra. 

NO. OF COMM'L: 
Three, one minute in length plus 

credit to Bremerton Title in opening 
and closing. 

PREPARATION: 
With KBRO staff consultation. 

COST: 
$12.25 per program on one year's 

contract.* 

*The August, 1951, edition of the 
Broadcasting Marketbook indicates a 
total of 26,584 radio homes in Kitsap 
County, the geographical listening 
area of radio station KBRO. 

COMMERCIALS 
Have you ever read the history of 

the property you own? Between the 
lines of that history, there is drama. 
Marriages, prosperity, happiness, tra
gedy and loss . . . Children, grand
children and great-grandchildren. It's 
a story of the life of human beings, 
knit together in a fabric that consti
tutes the WHOLE STORY! Or does 
it? There could be "underlayers" of 
circumstances which existed during 

the time the land was the property of 
earlier owners. Some required signa
ture may be lacking, a description 
may have been faulty, or some irregu
larity of form may have crept in. 
Omissions or errors sometimes occur. 

These are but a few of the condi
tions that could exist that might 
arise to jeopardize your right of own
ership, if you lack adaquate protec
tion against them. 

You want assurance, then, that you 
are, IN FACT, entitled to the land 
in which you have invested. And, you 
want protection in court should such 
claims arise. 

YOU HAVE BOTH, when you own 
a title insurance policy as issued by 
the BREMERTON TITLE COMPANY, 
519 Fourth Street. Ask them about 
the small premium for title insurance 
first thing Monday morning. 

What do you number among the 
things you can be absolutely certain 
of? Death and taxes? Yes. Day and 
night? Yes. Water will seek its own 
level and cork will always float. Your 
TITLE to the property you own . . . 
how certain are you of the validity 
of THAT? Certainly, you paid hard 
cash for it. You've paid your taxes 
and owe no one. The man from whom 
YOU purchased gave you all the 
necessary papers. So now you're all 
set . . That is, unless one of those 
papers was signed by a minor, or by 
persons legally incompetent or insane, 
or by any one suffering from disabil
ities which might invalidate their 
acts. 

Or, forgery or false personation 
may have been resorted to by some
one seeking to defraud. Or, unknown 
or undiscovered heirs might turn up 
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to assert their claims to the land; or, 
the wives or former wives of past 
owners might contend they have com
munity property rights. Many things 
could affect your right to ABSOLUTE 
ownership! So, perhaps you are not 
as secure as you thought. 

There's one way to be secure, 
though ... and that's to obtain a 
TITLE INSURANCE POLICY. First 
thing Monday morning, ask the 
BREMERTON TITLE COMPANY, 
519- Fourth street, about the low rate 
for TITLE INSURANCE. 

In the stone age, when a man chose 
a certain cave as his domicile, his 
physical strength and primitive weap
ons were his only defense against in
terlopers who would wrestle away 
his rights to ownership. As civiliza
tion progressed, the forces of law 
and order took over. Defending the 
right of ownership of property be
came a matter of jurisdiction. Man 
no longer has to defend his own plot 
or acre with bloodshed. 

True, war is a throwback to prim
itive methods, but in a country where 
peace still reigns, as here in Amer
ica, a man's domicile is protected by 
certain inalienable rights. Yet, the 
same laws which protect YOU, must 
protect the rights of others. 

If you own property, and, unknown 
to you, another individual has claim 
against that property, dating back 
many years . .. the law must protect 
the rights of that individual, too! 
Protect your title by applying for 
title insurance from the BREMER
TON TITLE COMPANY, 519 Fourth 
street, here in Bremerton. 

THEME: Up and Fade- 11180B. 

ANNCR: BREMERTON TITLE 
COMPANY- 519 Fourth Street- pre
sents FREEDOM IS OUR BUSINESS 
... Starring Robert Montgomery, one 
of the outstanding personalities of 
our time ... and featuring the mnsic 
of David Rose and His Orchestra, Yes, 
FREEDOM IS OUR BUSINESS ... 
a reminder- in words and music
that FREEDOM is everybody's busi
ness. Mr. Montgomery ... 

DISC: Up to end. 
MUSIC: Gay Spirits- 2:50-7809. 
ANNCR: Commercial No.1. 
MUSIC: Rhapsody in Blue- 2:10-

9924. 
ANNCR: Now ... the feature of 

our broadcast . . . star of stage and 
screen . .. commentator on world 
events ... one of the great person-
alities of our time .. . Robert Mont
gomery. We hear Mr. Montgomery 
now reading one of the great docu
nients of our time, GENERAL EISEN
HOWER'S D-DAY ORDER OF THE 
DAY. 

DISC: EISENHOWER'S D-DAY 
ORDER OF THE DAY.- 11199-B. 

MUSIC: Indian Sunset- 2:09- 10583 
ANNCR: This news may shock 

you! Eight per cent more young 
people were arrested in America for 
major crimes in 1951 than in 1950. 
If you have a child, save him from 
crime! Follow this advice of author
ities and build character in him! See 
that he gets religious training regu
larly. Set him an example in moral
ity. Help make your community a bet
ter place for building character. 

Make your child know you love 
and want him. Follow this advice ... 
save your child from crime! The 
building of the youth of today is an 
important part in preservation of 
Freedom and our American way of 
life. (pause) Now another of the high 
lights of our show . . . those few 
musical moments that we spend lis
tening to the blended voices of the 
New World Singers. Listen now as 
we hear: SEPTEMBER SONG. 

MUSIC: (Pick New World Singer 
Selection.) 

ANNCR: Commercial No.2. 
MUSIC: Sweet Spirit- 2:51- 7320. 
ANNCR: Guest time once again on 

our Freedom Show. This evening, we 
welcome a newcomer into our Free
dom Spotlight. A man with a tenor 
voice that is familiar, I'm sure, to 
most of you. A man that has ap. 
peared in all the mediums ... stage, 
radio and movies. A man who tasted 
the dregs of hardship before achiev
ing the success he so richly deserved. 
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Listen now, as Jan Peerce sings the 
beautiful selection by Guy D'Hardelot 

. . BECAUSE. 
MUSIC : BECAUSE (with 12" disc) 
ANNCR: Last Saturday, June 14th, 

was Flag Day, the anniversary of the 
adoption of the stars and stripes. 
Each year we observe this one day 
dedicated to the fiag of our country. 
Flag Day . . . the day to display the 
Stars and Stripes ... that symbol of 
the Freedom we enjoy. We take pleas
ure this evening in welcoming back 
the star of our show Mr. Robert 
Montgomery and the MEANING OF 
THE FLAG, as so ably expressed by 
Woodrow Wilson. 

DISK : The Meaning of the F lag.-
2:31-11203. 

MUSIC: Valencia- 2:14-102-B. 

._,t·s all loin in the celebra· 
· tion of Armed Forces Day 
and pay boma«Je to those 
gallant .men and women in 
the service of our eountry. 

ANNCR: Commercial No.3. 
THEME: Up and Under- 11184 . 
ANNCR: Remember to be with us 

again next Friday at this same time 
when the BREMERTON TITLE 
COMPANY-519 Fourth Street in 
Bremerton will present Robert Mont
gomery . . . David Rose and the Or
chestra and the New World Singers 
in FREEDOM IS OUR BUSINESS. 

THEME: Up to end. 

CONCLUSION 
It is difficult to determine, with 

exactness, the r e s u l t s obtained 
through these last seven months of 
radio promotion. However, the Brem
erton Title Company's business has 
maintained a stable level ove~:: 1951. 

It is the contention of both myself 

BREMERTON TLE COMPANY 
TITLE INSURANCE 

Sl9 fourtf! M. C. BUDD, Manager Dial 7·3711 
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give yourself assurance ... 
once and for all time ... that 
your home belongs to YOU 

Whether you are planning to buy or build, or whether 

you have lived in your home for years, you should not 

overlook the vital protection offered by a sound and 

complete Title Insurance Policy. For Title Insurance 

guarantees you clear title 
to your prot>erty ... pro
tects you against legal 

defects and other factors 
that might arise. 

The need for Title Insurance is as vital as the 

need for Fire Insurance ... for an imperfect 

title, without the protection of insurance, could 

cost you more than a fire. Title Insurance is 

low-cost protection. Demand it when you buy 

. . . you are required to provide it when you sell 

... secure it for your own protection. 

WORTH READING 
Elsewhere in this supplement there is an 

orticle entaled "HOW TITLE INSURANCE 

PROTECTS" which we feel merits your at

tention. While most people have a good 

understanding of other forms of insurance 

Ti tl e Insurance se ldom is explained as well 

u in this article . 

WORTH HEARING 
Each Friday evening at 7:00 P. M. over 

KBRO, Bremerton Title Company presenh 

Robert Montgomery in ''FREEDOM IS OUR 

BUSINESS," with brilliant musical accomp

animent of Dave Rose and his musicians. 

We think you'll enjoy the program. 

Bremerton Title Company 
Agents fo r Washington Title Insurance Company 

M. G. BUDD 519 Fourth St. Mana g er 
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and of radio station KBRO's adver
tising sales manager, Gil Jacobsen, 
that the very nature and subject 
matter of the program- Freedom Is 
Our Business - through the superb 
narration of Mr. Robert Montgomery 

and the excellent music of David 
Rose, contributed greatly to the build
ing of prestige of the Bremerton Title 
Company and to the education of 
listeners toward a better understand
ing of title insurance. 

Evaluating Advertising 

In "Title News" Volume XXXI, No. 10, November 
1952, Page 55, are carried articles relating to advertising 
by Panel Members with Mr. Harvey Humphrey as 
Moderator. These addresses were followed by discussion 
which inadvertently we overlooked and now print, with 
apologies for the delay. The discussion particularly had 
to do with evaluating effectiveness of any advertising 
program. Admittedly, this is difficult. We give you 
below the statements of mem6ers on the subject of 
evaluating advertising. -Ed. 

DISCUSSION 
Question: I would like to ask Mr. 

Shelly, or someone else on the panel, 
if they have any method of evaluating 
the effectiveness of their advertising 
program. We compare comparable 
periods of this year with last. 

RESULTS 
MR. SHELLY: I don't know wheth

er I can answer that but I'll give you 
an idea or two and maybe someone 
else can answer it for you. I think 
its very difficult to measure results 
of advertising efforts. Just by way 
of two examples, that I related, about 
the kind of direct mail advertising 
that has continuing value, I think 
that when we send out an offer to 
supply lawyers with this calendar and 
we receive requests for them for year 
after year from 80% of the lawyers 
of the state it must mean they like 
it. We believe in addition to that they 
appreciate that kind of thing. They 
tell us they do. This other mailing 
piece that I mentioned, this chart, 
this is something we have offered to 
lawyers, and on the first day we 

could get mail back from the law
yers- we didn't send it out to them, 
understand, but rather sent a letter 
briefly describing what this is and 
offering to send it to lawyers if they 
wanted it, we had responses from 
one-third of the lawyers to whom 
this letter had been sent. 

Usability 
Now this is not like buying a pig 

in a poke, but it's asking for a pig 
in a poke, because they didn't see it. 
It does indicate to me the lawyers 
have confidence in what the company 
offers and attach a value to it. I think 
that's based on the good experience 
they have had. They have somehow 
been led to believe, and perhaps 
learned through experience, that the 
things we offer are good and useful, 
and they seem to attach a certain 
confidence which I think, in a way, 
is some measure of the effectiveness 
of those particular things. But, as I 
said in the beginning, it certainly isn't 
easy to measure advertising results. 

Confidence 
MR. HUMPHREY: I would add it 
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is almost impossible to measure what 
you are getting for your advertising 
dollar, but we do know from our ex~ 
perience at home that people come in 
and bring business into our office
sometimes its the company that puts 
out the historical booklets, some
times its the Company that had the 
radio program some years ago 'Rose 
of the Rancho' sometimes asking for 
one of the wall maps which they 
know we publish. I think the best in
dication is the business that comes to 
you that way which shows the good
will you have tried to create by your 
advertising dollar has had some re
sults. Of course there are more 
laughable instances which all of us 
will recall in our past experience, 
when someone will come into your 
office and ask for something and 
think they are calling on your com
petitor. Our names in so many cases 
are similar and confusing. But we do 
feel that when we get responses such 
as mentioned by Joe Shelly, where an 
item is first offered and given on re
quest, that we are getting results. In 
our newspaper advertising much of it 
is keyed to life underwriters, to at
torneys, to realtors, to builders, and 
in many cases we send reprints to 
the interested parties and we have 
many demands for additional supplies 
of those reprints. 

MR. GARBER: Our experience 
along that line has been very similar. 
Last year we sent out a series of bus
iness trends. It proved to be very pop· 
ular and we had many people come 
into the office and request additional 
copies of it. 

Radio 
Several years ago we sponsored a 

radio program and over the program 
we would announce that copies of the 
talks would be furnished and they 
would be put on the mailing list for 
additional copies. That proved a very 
good test of the effectiveness of that 
program. But there is almost no way 
I can tell or whereby you can tell if 
the advertising program itself pro· 
duces directly the order you are in· 
terested in. 

Difficult 
MR. McKILLOP: I quite agree 

with the other members of the panel 
that there's no way in which you can 
put your finger right on results con
sistently. I've watched that; I've been 
in the position to try to evaluate re
sults from different types of adver
tising- for instance a newspaper cam
paign. It just doesn't happen that way 
in the title business. For instance a 
store in Washington will run an ad 
of 5,000 gingham dresses. They will 
know by five o'clock that night what 
results the advertising has had- or at 
least by five the next night. But it 
doesn't happen that way in the title 
business. Your evaluations have to 
be built up on a longer range pro
gram. You have to do your advertis
ing and then periodically, maybe 
quarterly, or semi-annually, take 
stock of the situation and see where 
you've landed. 

Effective Bill Board 
But I'll give you one illustration 

that was interesting to me, since I 
spoke on the subject of billboards. 
In one town in the territory in which 
we serve, there were seven or eight 
billboards that had to come down dur
ing the war. There was one board 
that stayed up- it was a 42' board 
and it was on an artery which came 
into this town from a mill district, 
a residential section which was very 
low grade, with cheap houses, cheap 
cla!>s of lots, the very type of area 
which you would think would never 
react to any kind of advertising, and 
it is astounding to analyize the or9-
ers of that company for title insur
ance, and this is an abstract state 
where everybody goes for abstracts. 
The direct request for title insurance 
which have come out of that mill dis
trict, on three hundred dollar lots and 
four thousand dollar houses, is really 
phenomenal. There is no explanation 
we can give to it. We have studied the 
situation. There never has been a 
salesman in there, there has been no 
direct mail or any other types of 
artvertising, except that one billboard. 

Educational 
MR. FRANK K. STEVENS (Angle

ton, Texas): We have been running 
an ad in the local paper (weekly) for 
the past year or so. These ads are 
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composed by me, just reciting some 
incident attempting to educate the 
public, not the lawyers just the gen
eral public, as to why they need title 
insurance. I haven't any idea either, 
of knowing how much good these 
have done, except that my business 
has been growing quite steadily. It 

has only been about five years that 
title insurance has been in use in our 
county at all so its been kind of a 
job to educate the public as to the 
reasons for it. Now and then we 
have somebody come in and say they 
want title insurance because they 
have been reading these ads. 

Report of Judiciary Committee 
RALPH H. FOSTER, Chairman 

President, Washington Title Insurance Company, Seattle, lJ7 ashington 

Old, But Novel 
"The flow of a natural stream over 

the land of a lower proprietor is not 
such an encumbrance upon the land 
below as will sustain an action for 
breach of covenant against encum
brances", (on the land below), and 
the fact that the stream was covered 
by brick and concealed makes no dif
ference. Stanfield v. Schneidewind, 
96 N.J. 428. Decided in 1921. 

(Reported by R. W. Jordan, Jr., 
Richmond, Va.) 

Deed-conditional Delivery 
Claunch, intending to take a trip 

to Texas and being fearful of winter 
travel, executed a quit claim deed to 
Whyte. This deed, with a bill of sale 
of cattle she delivered to Whyte, stat
ing that if anything happened to her 
while she was away she wanted 
Whyte to have the property. The 
court held there was a valid condition 
attached to the delivery of the deed 
and therefore no title passed. Claunch 
vs. Whyte, 249 Pac. 2d 915 (Idaho). 

(Reported by John Bell, 
Boise, Idaho). 

Practice of Law 
The Supreme Court of the State of 

Washington recently had before it the 
question of unauthorized practice of 
law. The action was brought by 
Washington State Bar Association 
against Washington Association of 
Realtors and others. By rulings o.f 
the trial court, unchallenged on ap
peal, the scope of the action was nar
rowed to one defendant, a licensed 

real estate broker. It was found that 
four deeds were prepared under the 
supervision and direction of defen
dant, by the completion of printed 
forms of statutory warranty deeds,
all in connection with transactions 
negotiated through his office. One 
deed, known as the Voeller-Newman 
deed, after the description contains 
the following, "Subject: To a $4,000 
mortgage held by Public Service Life, 
Health and Accident Company. A 
mortgage of $850." 

The opinion of one judge, con
curred in by three others, reads: " ... 
the relief granted in this case must 
be quite restricted. It shall restrain 
the defendant from doing the specific 
kind of work of a legal nature evi
denced by the preparation of the 
Voeller-Newman deed." 

Three other judges concurred in 
the result and another judge, in a 
separate opinion, concurred in the 
result of the majority opinion but 
felt "that it does not adequately pro
tect the public from the unauthor
ized practice of law by the respond
ent." One judge did not participate. 
Washington State Bar Association v. 
Washington Association of Realtors, 
et al, 141 Wash. Advance Sheets, page 
649. Decided December 19, 1952. 

Restrictions 
Lot owners brought suit to enjoin 

construction of a church as violating 
subdivision restrictions. The deeds 
to the church contained an agree
ment that no residence should be 
constructed nearer than 25 feet from 
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the line and should cost not less than 
$1,250. The court said: "Does this 
affirmative requirement amount, in 
effect, to a negative requirement that 
none other than residences be built?" 
The court went on to find that the 
subdivision had been used almost ex
clusively for residential purposes, 
and granted the injunction. Smith v. 
First Presbyterian Church (Michi
gan) 52 NW 2d 568. 

(Reported by T. Gerald McShane, 
Grand Rapids, Michigan). 

Bigamy---coram Nobis 
Fourteen years after conviction of 

bigamy (because of marriage to his 
third wife while undivorced from his 
second) defendant moved for a writ 
of error coram nobis, because his first 
wife was not divorced until after his 
second marriage and before his third. 
Thus, he asserted, there was no ex
isting valid second marriage, and no 
crime was committed. Writ granted. 
People v. Glass, 114 N.Y.S. 2d 635. 

(Reported in Judicial Highlights 
249 Pac. 2d Advance Sheets). 

Church 
Deed to Trustees of a church, regu

lar in every respect, contains in the 
habendum clause this language, "for 
church purposes only." Case holds 

that quoted language will not be con
strued as a condition, subsequent and 
that the church could convey an in
defeasible title. "Ordinarily a clause 
in a deed will not be construed as a 
condition subsequent unless it con
tains language sufficient to qualify 
the estate conveyed and provides 
that in case of a breach the estate 
will be defeated, and this must ap
pear in appropriate language suffi
ciently clear to indicate that this was 
the intent of the parties." 

(Reported by R. W. Jordan, Jr., 
Richmond, Virgina). 

Divorce 
Where Illinois resident established 

residence \n Nevada for purpose of 
procuring divorce, but left immediate
ly after securing decree predicated on 
"mental cruelty", which is not a 
ground for divorce in Illinois, and the 
evidence showed a lack of intention 
of establishing a bona fide domicile 
in Nevada, held, that the decree could 
be successfully attacked in Illinois 
ten years after its entry, as it will be 
deemed neither valid nor entitled to 
full faith and credit. Ludwig v. Lud· 
wig (1952), 413 lll. 44. 

Reported by Lyle W. Maley, 
Chicago). 

[29] 



Factors Affecting Our Market 
RUSSELL S. PADGETT, JR. 

Treasttrer, Security Title lnmrance Company, Los At1geles, California 

Executive ability is marked, so it is said, by a talent to 
get work done by another. When that delegated job is 
an excellent performance, so much the better. 

We carry the address of Mr. Russell S. Padgett, Jr., 
delivered before his company's Management Conference. 
In it, he discusses factors which will confront our in
dustry in 1953 and their effects upon our business. I t is 
an excellent analysis. 

As a guest speaker in Title News, we are using his 
brains and analytical ability as a substitute for our 
D.O.T.'s. Thus we relieve ourselves of a job; and we 
give you improvement. -Ed. 

Today, everyone, from housewives 
to bank presidents, is interested in 
economics. After experiencing two 
booms, two depressions, a major de· 
fl.ation and a major infl.ation, this 
generation is self-consciously con
cerned with what is going to happen 
next. 

Years ago this company, like many 
small corporations, minded its own 
business too well. When business had 
been good for a number of years, we 
thought it would go on that way. 
When it had been poor for several 
years, we trimmed our sails for a 
permanent storm. 

This company now has over 500 
employees who depend upon it for 
their living; it has many stockholders 
who count on regular dividends; it 
has countless millions in policy lia
bilities that must be protected. 

Consequently, we can no longer 
mind our own business. We must ex
amine all available economic facts 
and try to piece them together to 
determine how they will affect real 
estate activity and values. 

I would like to stop here and say 
that we have no crystal ball. The 
universities and Washington, D.C., are 
full of expert economists who claim 
to know what is going to happen. I 

have found that what most of them 
say makes good reading but bad prac
tice. 

Every successful business requires 
taking risks. Even when you make a 
deposit in the bank or buy a Govern
ment bond you are taking a risk on 
the value of the dollar. 

Our job is to try to calculate our 
risks, so that we will neither get 
caught with our financial position 
down, or find ourselves in the awk
ward position of a large merchandis
ing concern which is known in Wall 
Street as the bank with a store front, 
because its boss has been hoarding 
cash and closing stores while his com
petitors have been growing rich and 
powerful by expanding with the rest 
of the country. 

Post-war Activity 
During the depression there was 

very little construction activity. Con
sequently, an enormous backlog of de
mand for housing was created. Dur
ing the war, with incomes high and 
very little to spend them on, savings 
accumulated. As is always the case 
during wartime, the romantic pas
sions were infl.amed, resulting in 
courtship, marriage, and reproduction. 
All of which is summed up in the 
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dreary sounding term, family forma
tion. 

As is always the case during pros
perous times, the birth rate was high 
during the 1920's, which provided a 
large number of people during the 
1940's who were the right age to par
ticipate in family formation. 

The above factors, a large backlog 
of demand, large savings, and prolific 
family formation provided a sure fire 
combination for a boom in real estate 
activity. 

These forces had their greatest im
pact from 1945 through 1950, by 
which time most of the urgent de
mand for housing had been satisfied 
and a large part of the savings had 
been dissipated. 

Since 1950 real estate activity has 
been dependent more upon current de
velopments that upon forces that 
were created in the past. By now 
everyone has a fairly satisfactory roof 
over his head. Whether or not he will 
buy a better house depends upon how 
prosperous he is. In other words, cur
rent and future real estate activity is 
dependent upon the general prosper
ity of the nation. 

During the depression the birth rate 
was very low. The small depression
born generation is just now beginning 
to come of age. Consequently, family 
formation will be below normal for 
several years. I feel that this is an 
adverse factor that is sure to result 
in lower real estate activity, even 
though its effect may be moderated 
by other favorable conditions. 

A great many of us learned the les
son of the Great Depression too well. 
Because the depression was preceded 
by highly prosperous times, we have 
jumped to the conclusion that pros
perity is an unnatural condition that 
can't last long. We are convinced that 
without a big armament program and 
government subsidies and shortages, 
that prosperity cannot survive. 

Nearly everyone is convinced that 
times will get bad as soon as the 
tremendous industrial plant expansion 
program resulting from the Korean 
War begins to taper off in 1953 and 
1954. 

Offsetting Factors 
It is true that this decline in plant 

expansion will remove a powerful 
stimulus. However, there are numer
ous offsetting influences. 

One of these is the population 
growth. In the past ten years the 
population has increased 19 million or 
15%. The increase in California has 
been over three times at great as in 
the balance of the country. And the 
birth rate is continuing at a very high 
rate at the present time. With a broad 
distribution of prosperity throughout 
the population, big families are once 
again fashionable. 

What does this population increase 
mean? It means that the working 
force which is made up of our gener
ation must support not only itself but 
the increasing needs of 19 million 
growing children who will not be 
working for another tne years. 

This means that we must have 
more machines to increase continually 
the productivity of each worker until 
the 19 million children go to work 
during the 1960's. 

And it is the building of factories 
and the production of machinery that 
makes prosperity. It is the heavy in
dustries; that is, construction, steel, 
machinery and the like that employ 
half the working force. If industry is 
not expanding, you simply cannot 
have prosperity. 

The skeptics say that the enormous 
industrial plant expansion in recent 
years is sufficient to keep us supplied 
with all the goods we will need for 
years. However, statistics show that 
except in a few cases such as textiles, 
refrigerators, and paper, plant expan
sion in recent years has merely kept 
up with normal demand and to re
place worn- put equipment. Plant 
and equipment built for war produc
tion must be kept in standby condi
tion in case of war and is not readily 
convertible to civilian production. 

Expansion Factors 
The highway system of this country 

is woefully inadequate and in bad 
repair. And Detroit continues to pour 
out more and larger cars to congest 
less and less available space. 
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The President of the National Gyp
sum Company recently estimated that 
15% of the population is inadequately 
housed. 

As you can see, there is plenty of 
room for continued activity in the 
United States. 

The factors I have just discussed 
represent what I believe to be the 
most basic forces which will work to 
keep things going after the present 
armament build-up tapers off. 

Probably the largest single force 
in the economy today is the govern
ment. Even prior to the Korean War, 
the government spent more money 
than was spent by all private indus
try. 

As you all know, there has been 
quite a change in the government this 
month. I will now stick my neck out 
and try to predict what the change 
will mean from an economic stand
point. 

I predict that the easy money policy 
of the New Deal and the Fair Deal 
will be modified to some extent. I be
lieve the Republican Party will con-

serve the credit of the Government 
for use in case of recession or war, 
instead of flinging it about to inflate 
already prosperous conditions. I be
lieve agencies such as FHA, Fanny 
May, CCC and RFC will be adminis
tered more conservatively. 

Interest Rates 
I believe the Federal debt will be 

financed through long instead of short 
term borrowing, which means higher 
interest rates. However, the demand 
for money which is now at its peak 
due to its demand for financing the 
armament expansion and to finance 
inventories for the Christmas trade 
will soon taper off. This should offset 
the higher interest rate policy of 
the Government. Therefore, I believe 
interest rates will continue at their 
present level for some time. 

In case a recession starts to de
velop, I believe the Republican Party 
will use the credit of the Government 
fully to check it. No one knows better 
what a depression can do to a political 
party than do the Republicans. One 

OMISSIONS!!! 

YOUR WORRIES YANISH 
WITH OUR 

ABSTRACTERS' 
LIABILITY INSURANCE 

Protect ~ourself from financial loss imposed 
by law a!l"amst you for damages because 
~fa negligent act, error or omission committed 

Y _you, your ~ssociate or employees 
while performmg professional services for 
others. For this necessary protection 
call your Saint Paul Agent . .. today 

[33] 



more depression during a Republican 
Administration and they will be out 
forever, and they know it. And that 
is why I don't think they will sit idly 
by when a recession starts. 

Government spending will remain 
high, as it must if America is to re
main a garrison state for the western 
world. 

Military Spending 
Because the policy of a big pro

tective government is pretty well ac
cepted by both parties, and because 
we must spend at least 30 billions 
annually just to maintain our military 
defenses, I believe that a gradual long 
term inflation will continue. However, 
I think the dollar will remain sounder 
under the more economical policies of 
a Republican administration. 

Although taxes must remain high, 
I feel that with some economies they 
will be reduced somewhat. I believe 
the inequitable and hard-to-administer 
excess profits tax will be permitted to 
expire next year. 

Finally, I believe that the most sig
nificant effect upon the economy by 
the new government will be psycho
logical. For the first time in 20 years, 
there will be an era of "good feeling" 
for business and industry. 

The businessman will no longer be 
the rag baby to be tossed about by the 
bureaucrats and labor leaders. He will 
once again be treated with some re
spect. 

As I mentioned before, it is the 
expansion of business that makes 
prosperity. It is not how much the 
masses buy that keeps the country 
humming. It is how much the busi
nessman plans to spend on new facili
ties. And it is my feeling that if he 
knows that the government is his 
friend instead of an enemy waiting to 
"crack down" on him with punitive 
taxation and regulations, he will be 
more inclined to take a calculated risk 
on the future. 

Summary 
I should like to summarize what I 

have said. 
The unfavorable forces that face 

our business and the country during 
the next several years are, (1) the 
decline in spending for war plant 
expansion and (2) the small family 
formation that will result from the 
maturing of the small depression-born 
generation. 

These factors will be substantially 
offset by the increasing consumption 
of goods and services and need for 
productive facilities created by the 
19 million growing children there are 
today. These favorable factors will 
be stimulated and safeguarded by an 
era of good feeling for business and 
industry, a sounder dollar, and a gov
ernment whose credit will be con
served to halt a depression or wage a 
war. 
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PERSONALS 
JOSEPH H. SMITH 

Secretary, AmericmJ Title Associatiotz, Detroit 

• HOLMAN D. PETTIBONE, Presi· 
dent, Chicago Title and Trust Co., 
addressed 32nd Annual Meeeting of 
Chicago Mortgage Bankers Associa
tion January 20 ... spoke on effects 
of federal government participation 
in housing and mortgage fields. 

• On January 10, the MID·SOUTH 
TITLE CO., Memphis, Tennessee, in· 
vited friends and associates to their 
office to celebrate their 7th anniver· 
sary. 

0 Permian Abstract Co., Midland, 
Texas, recently announced appoint
ment of GUY T. 0. HOLLYDAY as 
Vice President of firm. 

• RAY L. POTTER, Vice President· 
Treasurer, Burton Abstract & Title 
Co., Detroit, Mich., was selected as 
Chairman of American Bar Associa
tion Committee on Acceptable Titles 
to Real Property. 

• ROE ABSTRACT CO., Pinckney
ville, Illinois, recently celebrated open
ing of new offices and building . . . 
this eighty-three-year-old company is 
managed by JOHN D. ROE, President 
of Illinois Title Association, and his 
son, CHARLES B. ROE. 

• At Annual Convention of Indiana 
Title Association JOHN S. BLUE, 
Secretary, Jasper County Abstract 
Co., Rensselaer, was re-elected to a 
second term as President of the Asso
ciation ... PAUL J. SCHUH, of 
STALLARD & SCHUH, Lafayette, is 
again to serve as Secretary-Treasurer. 

• ARIZONA LAND TITLE & TRUST 
CO. announces opening of new office 
in Tucson . . . called South Tucson 
Office. 

• Elected President of South Dakota 
Title Association for current year is 
HENRY HALLA, Halla Abstract Co., 
Tyndall . . . MRS. SYBIL HOUCK, 
Potter County Land & Abstract Co., 

Gettysburg, is new Secretary-Treas
urer. 

• At Missouri Title Association Con
vention, ROLAND B. MILLER, Secre
tary-Treasurer, Murdock & Newby 
Abstract Co., was elected to office of 
President of Association ... continu
ing as Secretary-Treasurer is MRS. 
ZETTlE HUBBARD, Chariton County 
Abstract & Title Co., Keytesville. 

• Nebraska Title Association elected 
JOHN GUMB, JR., Manager of Dodge 
County Abstract Co., Fremont, as 
their new President . . . CARROLL 
J. REID, President of Weitzel Ab· 
stract Co., Albion, was re-elected to 
office of Secretary. 

• G. HOWARD LAFFERTY, Union 
Savings & Trust Bldg., Warren, Ohio, 
is new President of Ohio Title Associ· 
ation . . . the office of Secretary
Treasurer is again to be handled by 
MARSHALL H. COX, of the Land 
Title Guarantee and Trust Co., Cleve
land. 

• GORDON S. BENNETT, President 
of San Acacio Abstract & Investment 
Co., San Acacio, Colorado, was elected 
a member of the 39th General Assem
bly of the State of Colorado. 

• Security Title Insurance Company, 
Los Angeles, California, announced 
the election of T . F R A N K L I N 
SCHNEIDER, of La Jolla, to Board 
of Directors. He is president of T. F. 
Schneider Corporation, an apartment 
house and hotel holding company, and 
also president of Sherman Apartment 
House Co., Inc. Both firms of Wash
ington, D.C. 

• Arizona Title Association new offi· 
cers are L. A. RENEER, Vice-Presi· 
dent, Tucson Title Insurance Com
pany, Tucson, elected to office of 
President ... F. E. PETTYCREW, Vice 
President, Arizona Title Guarantee & 
Trust Co., Phoenix, chosen as Secre
tary-Treasurer. 
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When One Buys Land 
(This was written about 300 

years ago. It was found in a 
Court House in Wakefield, Eng
land. The identity of the author 
is not known, but we can all sur
mise it may have been the Im
mortal Bard.- Ed.) 

"First see the land which thou in
tend'st to buy 

Within the seller's title clearly lye. 
And that no woman to it doth lay 

claim 
By dowry, joynture, or some other 

name 
Which may encumber. Know if bond 

or fee 
The tenure stand, and that from each 

feofee, 
It be released; that the seller be soe 

old 
That he may lawful sell, thou lawful 

hold 
Have special care that it not mort

gag'd lye 
Nor be entailed upon posterity. 
Then if it stand in statute bond or no 

Be well advised what quitt rent out 
must goe, 

What customs service hath been done 
of old 

By those who formerly the same did 
hold. 

And if a wedded woman put to sale 
Deal not with her unless she bring 

her male. 
For she doth under covert barren goe, 
Although sometimes some trafficue 

soe (we know). 
Thy bargain made and all this done, 
Have special care to make thy char

ter run 
To thee, thy heirs, executors, assigns, 
For that beyond thy life securely 

binds. 
These things foreknown and done, 

you may prevent 
Those things rash buyers many times 

repent; 
And yet when you have done all you 

can 
If you'd be sure, deal with an honest 

man." 

1953 

Mid-Winter Conference 
February 27-28 Hotel Statler 

ST. LOUIS, MISSOURI 

Make reservations direct. State dates of arrival and departure and 
that you are coming for A.T.A. Conference. If scheduled for arrival 
in late afternoon or evening, request hotel so endorse your card. 
Send to 

MR. ROBERT ROBARDS 

Front Office Manager 

HOTEL STATLER ST. LOUIS 1, MO. 
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