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Office of the Commissioner of Banks
State House, Boston 33, November 2, 1955.

To the Honorable Senate and House of Representatives.

In compliance with sections 33 and 33A of chapter 30,
General Laws, as amended, I have the honor to submit
herewith recommendations for legislation accompanied by
drafts of bills for your consideration.

Cfce CommcmUiciiltl) of {©assacdusettß

CHARLES P. HOWARD,
Commissioner of Banks.
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1. Insurance for the Protection of Borrowers in
Banks.

Changing times produce new problems, and it is our
duty to recognize them and act. In the short ten years
between 1944 and 1954 the savings banks, co-operative
banks and trust companies of this Commonwealth increased
the credit available to our citizens for real estate mortgage
loans from approximately $1,236,000,000 to $3,088,000,000,
and trust companies increased instalment credit from about
$5,000,000 in 1944 to more than $84,000,000 in 1954. The
overwhelming majority of our citizens are regularly paying
instalments on mortgages or purchases of various sorts.

Obviously, when money is borrowed it must be repaid.
Far too often the death of the wage earner causes disloca-
tion of the family’s economic life. A wife is often faced
with inability to continue payments on a mortgage on the
home, oi is foiced to give up household goods necessary to
the welfare of the family because of her inability to continue
instalment payments. We have a duty to make it as easy
as possible to prevent this sad situation.

I therefore recommend that the General Court consider
the advisability of permitting our banking institutions to
make available to borrowers who wish it a group life in-
surance plan whereby, in the event of a death before the
PaJ ment of the obligation, the burden for payment will not
fall upon the family. As I envisage this plan, the bank
will collect an insurance premium from the borrower, usually
as part of the instalment payment already due the bank
monthly or quarterly, and thereafter will remit the pre-
mium to the insurance company underwriting the plan. I
favor this mode of protection, however, only if a borrower
wishes it.

)

Currently, there is no statutory authority for such anarrangement where a bank, in effect, acts as an agent forthe collection and transmission of such premiums. 1 there-
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fore suggest that you amend the banking statutes to ac-
complish this objective.

The accompanying draft of legislation is submitted for
your consideration with respect thereto.

2, 3. Savings Banks and Co-Operative Banks
During the years from 1948 to 1954, savings banks and

co-operative banks experienced substantial growth. In 1948
the assets of all Massachusetts savings banks were $3,594,-
842,400.92, while in 1954 such assets totaled $4,618,359,-
251.07, representing an increase of over $1,000,000,000 in
this short space of time. In this same period, co-operative
banks had grown from $555,060,664.51 to $794,837,477.50,
an increase of almost $240,000,000. Percentage-wise, these
increases were in excess of 22 per cent for savings banks
and more than 30 per cent for co-operative banks.

This substantial advance in the asset position of these
thrift institutions has been chiefly responsible for additional
expenses which have been borne by the government of this
Commonwealth by virtue of more time being consumed to
conduct the annual examinations.

In 1948 the General Court enacted legislation requiring
a savings bank to defray the cost of examination; the rate
of charge therefor to be 5 cents per $l,OOO of the first
$100,000,000 of its assets. There are currently only seven
savings banks with assets in excess of $100,000,000. In
1954 the cost to the Commonwealth of examining four of
the largest of these banks exceeded the charge made by
$10,900.

In this same year the examination of the 173 co-operative
banks cost the Commonwealth $6,100 more than the charge
made therefor. This amount was attributable to 78 banks.
Of these 78 banks, the cost of examination of 40 banks was
between 25 and 30 cents per thousand dollars of assets,
while in 38 banks the cost of examination was from 30
cents to over 50 cents per thousand dollars of assets.

It is clearly unsound for the four largest savings banks
to be exempted from full payment of the cost of examina-
tion while all the others pay the entire cost. I recommend
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that the limitation now contained in the statute precluding
such charges over $100,000,000 of assets be removed there-
from.

I also recommend that the charge for examination of
co-operative banks be increased from 25 cents to 30 cents
per thousand dollars of assets. This will result in increased
charges of approximately $6,100 distributed among 78
banks.

The accompanying drafts of legislation will accomplish
these objectives.

4. Credit Unions.
As of September 30, 1955, there were 475 credit unions

under the jurisdiction of the Commissioner of Banks. Of
this number, 58 per cent were classified as industrial credit
unions maintained in plants, factories and organizations.

During recent years, the payroll deduction plan has re-
ceived widespread approval as a convenience to borrowers
and savers in credit unions, thus permitting the employer,
upon request, to deduct a portion of the credit union mem-
ber’s weekly wage in order to repay a loan, or for the pur-
pose of saving by way of deposits or purchase of shares in
a credit union. This payroll deduction system has made it
inexpedient, in many cases, to use the passbook system to
record a member’s deposits. In place thereof a detailed
statement of each member’s account is given to the mem-
ber by the credit union at least semi-annually or quarterly
as well as on demand.

Section 17 of chapter 171, General Laws, requires a
verification of passbooks at least once in every three-year
period. Because passbooks are, in many cases, no longer
used, it becomes necessary to amend this statute in order
to authorize the verification of accounts. A verification of
accounts will, in my opinion, lead to a more efficient ap-
plication of the intent of the General Court in this matter.

A bill to accomplish this objective accompanies this report.


