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(As submitted in accordance with GeneralLaws (Ter. Ed.), chapter
30, section 33, as amended by section 6 of chapter 292 of the Acts of
1945.)

Savings Bani

1. Officers
Under the current wording of our statutes respecting

officers in savings banks, only one of the persons holding
the offices of president, treasurer or clerk shall at the
same time be a member of the Board of Investment. In
recent years the increased size of and activity in some of
our savings banks has made it expedient and frequently
essential that a part of the duties ordinarily performed
by the president be delegated to some other person, and
it has become customary in some of our larger savings
banks for a vice president to be designated by the Board
of Trustees as an executive vice president, to assist the
president in the discharge of his duties. I recommend
that the office of executive vice president be included
among the officers, of whom not more than one at the
same time shall be a member of the Board of Invest-
ment, and that the language of the section affected be
made to more closely conform to other sections of chap-
ter 168, dealing with officers and their duties.

In recent years it has become the practice of many of
our savings banks to appoint some person as clerk of
the Board of Investment. Our statutes currently pro-
hibit either the treasurer, vice treasurer or assistant treas-
urer from being the clerk either of the corporation or of
the Board of Trustees. In my opinion, and for the same
reasons, this prohibition should extend to the clerk of
the Board of Investment.

The accompanying draft of a bill will effect both of
these changes.

RECOMMENDATIONS FOR LEGISLATION.
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2. Statements of Boards of Investments of Savinas Banks
Under existing laws, at each regular meeting of the

trustees of a savings bank, its Board of Investment is
obliged to submit a detailed written statement covering
the operations of the bank since the last meeting of thenee the last meeting of the
trustees, which shall include all loans on which interest
is more than three months in arrears. The purpose of
this statement is, of course, to keep the Board of Trus-
tees currently advised as to the state of the bank’s mort
gage investments

deem it to be as pre id necessary for the Board
of Trustees of a savings bank to be currently
with the details of the bank’s bond investments as thev
are with respect to the bank’s mortgage investments. I
therefore recommend that boards of investment be re-
quired to include in their quarterly statements a list of
bonds upon which interest or principal is in default.

3. Bank Buildinqs, Alterations therein, and Alterations
of Leased Offices

Under existing law, our savings banks are restricted
in the amount that may be invested in the acquisition
of a suitable site and the erection of a building for the
transaction of the bank’s business to one investment of
not more than $200,000. The same statute restricts a
bank’s power to alter or add to its bank building to a
like sum. No provision is made for alterations to leased
premises, nor does the present statute recognize the possi-
bility of a recovery of part of an investment so made
through a sale, a taking or reasonable reserves for de-
preciation.

Among their post-war projects many of our savings
banks are planning alterations, additions or the purchase
of new banking office sites, to care for an expansion of
services made necessary by the increased size of the
bank and in the number of depositors utilizing its facili-
ties. In my opinion, our legislation should recognize
this need for larger and more modern bank quarters,
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Co-operative Ban

3ank Buildinqs, Alterations therein, and Alterations of
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the case with many of our savings banks, severx

of our co-operative banks plan, among other post-wa
projects, to add to or alter premises owned by them and
occupied as their banking offices, to enable them to more
conveniently operate and better serve their shareholders

nd other customers. These banks have shown a marke
increase in number of shareholders and assets owned
within the past five years, and many of them find their
present quarters cramped or ill-fitted to today’s needs.

The statutes governing the investments that co-oper
tive banks may make in bank office buildings have not.
kept pace with the growth of these banks, and such
statutes do not recognize the right of a co-operative bank
to recover part of its investment in banking premises by
proper reserves for depreciation or through a sale or dis-
posal of the premises or some part thereof, nor do the
statutes currently permit a co-operative bank to make
any'expenditure for improvements in premises leased by
them as their banking offices
m recommend that the co-operative bank statute be
amended to enable these banks to invest in the purchase
of a suitable site and the erection or preparation of a
suitable building for the convenient transaction of its
business in an amount not to exceed the total of its sur-
plus and guaranty fund, or 2\2 per cent of its share lia-
bilities, whichever is the lesser, and to invest a further
like sum, or $lOO,OOO, whichever is the lesser, in altera-
tions in or additions to a building so occupied, all with
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the approval of the Commissioner of Banks. Further, 1
recommend that these banks be authorized to expend not
more than of 1 per cent of share liabilities or not
more than the total of its surplus and guaranty fund
accounts, whichever is the lesser, in alterations in any
building leased by it for a bank office, and to re-invest,
when necessary, such amounts as may be recovered
through depreciation reserves or sales of bank premisesl,
or any part thereof, all subject to like approval. The
accompanying draft of legislation is designed to accom-
plish these several purposes.

5. Conversion of Co-operative Banks
The uncertainties of the post-war period, the desira-

bility of preserving a dual system of thrift banking, the
desirability of synchronizing any state legislation respect-
ing conversions with expected national legislation, so that
there may be more equal rights of admission and with-
drawal among the systems, all seem to me to warrant a
further continuance of the current prohibition against
the conversion of co-operative banks into other institu-
tions. I therefore recommend that chapter 235 of the
Acts of 1943 be continued in effect for one more year.

Credit Unions
6. Consolidation, Merrier and Conversion of Credit

Unions

This Commonwealth was the first American jurisdic-
tion to provide a statutory vehicle for the creation and
operation of the type of financial institution which has-
now come to be known as a credit union, and conse-
quently has many more of such institutions than any
other one State of the United States. Since 1909, when
our credit union law was first passed, there have been
organized many credit unions in various communities
whose fields of service have lately come to overlap and
duplicate each other, and many persons in the credit
union field have come to realize that, as in the case of



HOUSE No. 9. [Jan.6

other types of financial institutions in frequent instances
in unity there is greater strength.

Efforts have been made from time to time to consoli-
date or merge credit unions serving the same district or
the same field of members and borrowers, for greater

;reater stability through in-
Our statute does not con-

consolidation or merger of

economy of operation and
creased assets and reserves,

tain any provisions for the
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steps is distinctly desirable.

■derly procedure for suchc

rur credit union statute may
nder our laws credit unions
provided by the act, make
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may, within the limitation;

members, and many of our
; a distinct service in en-

real estate mortgage loans to
credit unions are performin
aiding their members to be(
The national credit union la
been established many feeler,
within the Commonwealth, d

■ome the owners of homes,
w, under which there have
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>es not permit of real estate
bers and managers of sev-
unions have expressed a

mortgage lending. The men
eral of these federal credit
desire to be able to render
lending upon real estate mort

the additional service of
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to find a workable and practical method of converting
their credit unions from federally chartered to state-
chartered institutions. I know of no objection by the
federal supervisory authority to any such conversion, if,
in the process, the safety of the funds of shareholders
and depositors are not endangered. I therefore recom-
mend that our credit union act be so amended that,
when properly accomplished, a federal credit union may
convert into a state credit union. The accompanying bill
is designed to accomplish these several purposes.

Trust Co PANIES

7. Examination of 1 Company Affiliate
For many years the national banking laws have em-

miners to include in their
any national bank an ex-

powered the federal ban!
examination of the affairs o
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amination of the affairs of all its affiliates to the extent
that may be necessary to disclose fully the relationship
existing between the bank and such affiliates, and the
effect of such relations upon the affairs of the bank.
There is no similar provision in our statute relative to
the powers of the Commissioner of Banks in the exami-
nation of the affairs of a trust company.

In order that the supervisory authority may be better
able to promptly discover any violations of law or im-
proper practices, and in the event of any thereof to take
prompt remedial action, I recommend that our statutes
be amended by adding a reasonable power to examine
the affiliates of a commercial bank, including holding
company affiliates.

8. Branch Offices of Trust Companies and Capital
Ratios.

Available figures indicate that one hundred years ago
the capital of the commercial banks of this country
amounted to at least 200 per cent of their deposits and
notes and bills in circulation. By 1914 the ratio of capi-
tal to the deposits had shrunk so that the average capital
was only 20 per cent of the deposit liability of com-
mercial banks. At that time that ratio was considered
reasonable and safe. The ratio has, however, continued
to shrink with the increase in deposits in our commercial
banks, even on a nation-wide basis, and in June of 1942
the capital ratio to deposits had shrunk to per cent.
There has been somewhat of a shrinkage since, but no one
can deny that our commercial banks are generally in a
safer and more sound condition today than they have
been at any other time in the past century.

Changing conditions have outmoded the old guide-
posts, and there is very good reason for feeling that the
emphasis today should be shifted in great part to a con-
sideration of the quality of the assets of a bank, rather
than to the ratio of its capital to its deposits. The fact
that many of our commercial bank deposits are insured,
and the fact that a very large percentage of these de-
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posits are currently invested in government obligations
or carried in cash, demonstrate that the banks are cur-
rently able and ready to meet any reasonable demands
upon them.

There seems to be little likelihood of any diminution
of commercial bank deposits within the next year or two
at least. Many students express the opinion that our
present bulk of deposits will continue for a decade at least.
In any event, I am convinced that we must for the time
being, at least, temporarily depart from the policy adopted
in 1934 of measuring a bank’s ability to expand, or to in-
crease its services or service areas, through the establish-
ment of branch offices, b}1- any fixed ratio of capital to
deposits. The Department’s experience with the tempo-
rary legislation of 1943, which has permitted the Board
of Bank Incorporation to authorize the establishment of
branch offices of a bank without regard to its capital
ratio and with regard only to the public necessity and
convenience, and the asset position of the bank, has been
excellent and warrants my recommending that our per-
manent laws be changed so as to make a similar proce-
dure possible.

While our current law authorizing the merger or con-
solidation of two or more commercial banks permits such
mergers without regard to the ratio of the consolidating
bank’s capital to deposits, the ability of the continuing
bank to operate the offices of any consolidating banks
depends upon the aforementioned rigid capital ratio re-
quirements. This rigidity was relaxed by the temporary,
war-time act of 1943 with very satisfying results. Expe-
rience thereunder indicates the desirability of making the
temporary provisions permanent, and I recommend that
this be done. I further recommend that the Board of
Bank Incorporation be empowered or authorized to per-
mit the removal of the main office of a commercial bank
from one of its offices to some other one of its offices,
when that seems to be necessary or expedient for proper
service to the interested public.



1946.1 HOUSE No. 9 9

4

Miscellaxeoi
9. Retirement and Pension Rights of Departmer

Empl

At the time of the closing of several of the trust con

uies doing business in the Commonwealth during the
years 1931 and 1932, several members of this Depart-
ment, who are still in its sendee and are still members of
the retirement system, were given “leaves of absence”
so that they might temporarily leave the direct em-
ploy of the Commonwealth and be placed upon the
pay rolls of one or more of the banks then being liqui-
dated by the Commissioner of Banks. In this way that
part of the expense of liquidation which represented
salaries was shifted from the taxpayers to the deposi-
tors in or creditors of the banks affected. As the prob-
lems of liquidation lessened, these employees were sever-
ally from time to time restored to the state pay roll.

A few of the employees so affected obtained special
legislation (see chapter 293 of the Acts of 1935) which
gave them the right to pay into the pension fund of the
state employees’ retirement system the amounts which
they would have contributed had the}' been continuously
on the State’s pay roll, and upon such payment their
creditable service was continued uninterrupted. The spe-
cial act did not, however, name all of the employees so
situated, as at the time of its enactment several had not
been released from their liquidation work. It has seemed
only fair to me and to my predecessors that all of the
employees thus affected should have equal rights, and
the committee on Pensions and Old Age Assistance was
urged at the last session to include a provision in the
proposed amendments of General Laws, chapter 32, to
care for the employees of this Department so affected,
but because of the great number of other amendments
then being accomplished it was decided to defer the action
I recommended to a later date. The law under which the
employees mentioned were loaned to the liquidating banks
is still in effect and may become operative again if we
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enter any other period of depression equal to that of the
early thirties, in which event there may be a repetition
of the experience above recited. I therefore recommend
that our statutes relative to the retirement system and
pensions of state employees be amended so that the em-
ployees of this Department, who on leaves of absence
worked for the Commissioner of Banks in the liquidation
of banking corporations, being paid from the funds of
such corporations, may by payments into the pension
fund have every right that they would have if their
period of creditable service had not been so interrupted.
A draft of legislation intended to accomplish this change
is submitted herewith.






