
To The Honorable Senate and House of Representatives of the Comma
wealth of Massachusetts in General Court assembled.

In compliance with the provisions of section 33 of
chapter 30 of the General Laws (Ter. Ed.), as most
recently amended by chapter 67 of the Acts of 1948,
the Commissioner of Banks respectfully presents here-
with such parts of the annual report of the Commissioner
of Banks for the year 1952 as contain recommendations
or suggestions for legislative action, accompanied b}r
drafts of bills embodying the legislation recommended.
These drafts have been submitted to the Counsel for the
House of Representatives for advice and assistance as to
the form thereof.

TIMOTHY J. DONOVAN,
Commissioner of Banks

No. 3HOUSE

Cfte Commontoealtb of Soasoadbuoett;s

State House, Boston 33, November 5, 1952.
Office of the Commissioner of Banks
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(As submitted in accordancewith General Laws (Ter. Ed.), chapter 30, section
33, as amended by chapter 67 of the Acts of 1948.)

The supervisory and licensing authority imposed on
the Commissioner of Banks by statute covers not only
the operations of state-chartered banking institutions,
but many other persons and organizations dealing with
the general public. The total assets of state-chartered
institutions under the supervision of the Banking De-
partment approximates $8,030,000,000. Banks and other
supervised and licensed persons and organizations, by
statute placed under the aegis of the Banking Depart-
ment, now exceed 1,200 and the law requires an annual
visitation by the Commissioner of Banks or his assist-
ants to the premises occupied by most of the supervised
or licensed agencies. As a result of recently enacted legis-
lation, the Department of Banking today operates on
an annual budget, approximately 75 per cent of which is
reimbursed to the Commonwealth from charges made by
the Commissioner of Banks to supervised and licensed
persons and organizations.

The close contact by the Banking Department’s staff
with these organizations inevitably develops suggestions
for changes in the laws governing their operation, par-
ticularly for the protection of the public interest. Hence
members of these supervised and licensed industries, as
well as the Commissioner of Banks, annually petition the
Legislature for additions or amendments to our laws.

The rapid growth and expansion of all industries under
our supervision during the past decade compels the ob-
servation that complete recodification of the laws affect-
ing the organization, operation and dissolution of savings
banks, banking companies and credit unions is inevitable,
and cannot much longer be postponed. Pending such re-
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codification the matters set forth below warrant imme-
diate action.

A. Credit Unions
The rapid expansion of the assets of the 465 credit

unions now under the supervision of the Banking Depart-
ment, today having assets in excess of $90,000,000, rec-
ommends the adoption of a compulsory audit system to
replace the present not wholly satisfactory system pro-
vided by law. A compulsory audit system would com-
plement the examination work of the Banking Depart-
ment currently provided by statute, and in many respects
serve to protect the shareholders in a manner similar to
that protection currently afforded depositors in savings
banks by the audit and examination work provided by
statute for those institutions.

While- we recognize the great contribution state-
chartered credit unions have made to the economy of
its members, nevertheless candor compels the observa-
tion that the direct benefits to credit unions arising out
of public supervision far exceed the benefits accorded
other similar institutions, and in the interest of the gen-
eral taxpayer a review of the supervisory costs is necessary.

Because the matter of compulsory annual audit and
statutory annual examination by the Banking Depart-
ment are closely related, a ps
to protect the shareholders
burden will be presented to i
December 1, 1952, after cor
the industry.

General Courtition t

without inequitable cost
he Legislature on or before
sultation with members of

B. Banking COMPANI
The growth of Morris Plan Companies in the last dec-

ade has in many instances been very great, with the result
that General Laws, chapter 172A, which was designed to
regulate the operations of these companies, is now to a
large extent outmoded. This is particularly true in re-
spect to those Morris Plan Companies which have availed
themselves of the provisions of the law that allowed them
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to convert to banking companies and to take demand
deposits subject to check. These particular companies
are engaging more and more in commercial banking activ-
ities, and in some cases are in active competition with
commercial banks.

The volume and the type of business that such com-
panies conduct make them akin to trust companies, and
for that reason the legislation which controls and pre-
scribes their activities should coincide as far as may be
feasible with General Laws, chapter 172, pertaining to
trust companies.

It is recommended, therefore, that General Laws, chap-
ter 172A, be thoroughly reviewed and the feasibility of
recodification of this entire chapter given most serious
consideration.

Banking companies under this act suffer certain com-
petitive disadvantages which might justifiably, be re-
moved, but in doing so these banking companies should
be subjected to and conform to the protective legislation
that governs the operations of trust companies.

The Department will continue its study of the matter,
and if feasible will, with the permission of the Legislature,
present petitions to the General Court for its considera-
tion as conclusions are reached in this field.

C. Bureau of Loan Agencies.

In the annual report of the Bureau of Loan Agencies
for the license year ended September 30, 1951, I stated
that I would submit to the 1953 session of the General
Court a petition for legislation to extend supervision be-
yond the present $3OO maximum and to establish a legal
interest rate in the higher field.

Members of the small loan industry and others en-
gaged in this field recently offered suggestions as to the
form and content of any such legislation.

While a study of the business of making small loans
and the practices of licensed and unlicensed lenders in
the unsupervised and unregulated field above $3OO com-
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pels the observation that laws are absolutely necessary
to protect the public, we are considering the proposals
made by parties in interest prior to drafting our petition
to the General Court, which will be filed before Decem-
ber 1, 1952.

D. Savings Banks.

Section 29 of chapter 168 of our General Laws pro-
hibits the borrowing of money by certain trustees of
savings banks. For some time the statute has been con-
strued to mean that a trustee who holds any other office
in a savings bank cannot borrow from such bank. While
t his interpretation of the statute seems fair in the light
of the language used, it nevertheless seems unreasonably
restrictive in that it prohibits borrowing by certain of-
ficers who are not charged with the duty of investing the
funds of the savings bank.

Accordingly in order to clarify the language without
waiving safeguards, I recommend that section 29 be
amended so as to permit loans to trustees or other officers
of a savings bank who are not charged with the duty of
investing its funds, and the accompanying draft of legis-
lation will accomplish this objective.

E. Guaranteed Loans to Veterans.
After prorogation of the 1952 session of the General

Court the United States Congress passed the Veterans’
Readjustment Assistance Act of 1952, by the terms of
which the Administrator of Veterans’ Affairs was auth-
orized to issue guarantees to lending institutions on loans
to veterans of the armed forces who entered service on
or after June 27, 1950.

Attention was drawn to the inability of state-chartered
financial institutions to make loans to veterans who en-
tered service on or after Juno 27, 1950, and particularly
to veterans of the Korean conflict, because our state laws
contained no enabling aid. On September 23, 1952, His
Excellency, Governor Paul A. Dover issued an Executive
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Order under the provisions of chapter 639 of the Acts of
1950, making it possible for the financial institutions listed
in the Executive Order to make loans and advances of
credit to those persons determined to be eligible in accord-
ance with the provisions of Title 111 of the Servicemen’s
Readjustment Act of 1944, as amended by the Veterans’
Readjustment Assistance Act of 1952, and amendments
to current rules and regulations were thereafter issued
by the Commissioner of Banks relative to loans made
both within and outside the Commonwealth by institu-
tions under the supervision of the Banking Department.

While the Executive Order of Governor Dever has made
it possible for our state-chartered institutions to make
these loans, I recommend that the General Court pass
a special act, by the terms of which our state-chartered
institutions may continue to make such loans when guar-
anteed by the Administrator of Veterans’ Affairs, and
the attached form of proposed legislation will accomplish
this purpose.

F. Miscellaneous Matti

As stated in House Bill No. 7, filed for consideration
by the 1952 session of the Legislature, the Banking De
partment has been engaged in a number of studies re
lating to organizations and individuals. Some of these
matters were the subject of petitions to the 1952 General
Court by others, but did not culminate in legislatior
Conclusions have been reached on some matters which
may be the subject of petitions to be filed before the first
of December, 1952, or thereafter, with permission of the
General Court if the public interest requires. Some of
these matters have been and will presently be the subject
of further conferences with members of the affected in-
dustry. They are listed here solely as a matter of record
at this time.

1. Merger, consolidation and conversion of state-
chartered financial institutions.
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annual meetings.
3. Investment field for savings banks.
4. General recodification of savings bank laws.
5. Limit on loans by savings banks to borrowers.
6. Collection agencies.

7. Penalties assessed on mortgagors by banks and pen-
alties resulting from anticipatory payments by other
borrowers.

8. Prohibition of payment of commissions on mortgage
loans.

9. Retirement benefits to employees of savings bank;
and others.

10. Contributions and memberships by savings banks
and co-operative banks.

12. Financing of durable goods on time.

2. Direct notice to co-operative bank shareholders of

11. Sale of so-called register checks and other negotiable
instruments.




