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Office of the Commissioner of Banks
150 Causeway Street, Boston 14, November 3, 1964,

To the Honorable Senate and House of Representatives.

and 33A of chapter 30 of the
3 the honor to submit, herewith,
;companied by drafts of bills for

In compliance with sections 33
General Laws, as amended, I have
recommendations for legislation ac
your consideration.

Respectfully submitted,

Commissioner of Banks.

\
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In my report submitted to the last session, I made reference to
the issues which were then the subject of review in this department.
As a result of these studies, I am now submitting for your con-
sideration legislation affecting some of the matters previously re-
ferred to. In 1964, the special commission studying loans and credit,
which was originally created through your enactment of chapter 152
of the Resolves of 1963, has had many meetings and some recom-
mendations for legislation will result chiefly in the field of small
loans and truth-in-lending. These were matters which were under
study by this department and we decided to await the report of the
special commission before making recommendations of our own.
We are also continuing our review of the field of second-mortgage
lending, conversions of trust companies and national banks, and the
need for a usury law.

1. Unauthorized Banking

For some considerable period of time this department has been
apprehensive concerning the lack of what it considered to be proper
prohibitions in the field of illegal banking. In 1964, evidence of un-
authorized banking was brought to our attention and it required
the combined co-operation of the United States Securities & Ex-
change Commission and the State Banking Department to thwart
the design of individuals who sought to create a banking institution
outside the scope of both Federal and State law. In order to pro-
hibit the likelihood of such incident repeating itself, I consider that
an amendment to section 12 of chapter 167 of the General Laws is
necessary

2. Small Loans
1. As mentioned in my last report to you, we have had the sub-j

ject matter of credit life insurance under study. We believe that
the limitation placed on such charges now contained in section 134
of chapter 175 should apply to transactions involving the types of
loans covered by chapter 255 (conditional sales instruments), 2558
(financing motor vehicles on time) and 255 C (the lending of money
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for the purpose of financing insurance premiums). Our investiga-
tions reveal that the charges being made by some people in the
areas referred to are, in our opinion, unconscionable and should be
the subject of legislative concern.

2. In the last session I made mention in executive meetings with
your Committee on Banks and Banking of the Commissioner’s ap-
parent lack of comprehensive authority to revoke or suspend a
license issued to a small loan company. I think it advisable to apply
to these licensees the same rules now applicable to an insurance
premium financing agency or a company authorized to finance
motor vehicles on time. Clearly, the Commissioner should have the
right to suspend a license if the public interest so requires and there
is some doubt as to his right to do so now.

The drafts of legislation submitted herewith will accomplish the
objectives referred to above.

In pursuance of my reference to you last year of our concern with
the current limitations on the size of loans to one borrower in sav-
ings banks and co-operative banks, I have appointed a committee
of savings bankers and co-operative bankers, as well as representa-
tives of this department, to study the advisability of recommending
changes in such limitations. The current law covering these sub-
jects may be found in section 36 of chapter 168 and section 24 of
chapter 170 of the General Laws. I expect this committee to report
to me prior to the final legislative filing date in December and I
expect as a result thereof to file legislation through a member of the
General Court.




