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OFFICE OF THE COMMISSIONER OF BANKS
LEVERETT SALTONSTALL BUILDING, GOVERNMENTCENTER

100 CAMBRIDGE STREET, BOSTON 02202, OCTOBER 27, 1972.

Honorable John F. X. Davoren, Secretary ofState, State House,
Boston, Massachusetts.

DEAR MR. DAVOREN: In accordance with the provisions of
sections 33 and 33A of Chapter 30 of the General Laws, as amended,
recommendations for legislation are submitted, accompanied by
drafts of bills embodying the legislation recommended for considera-
tion of the General Court.

The drafts have prior to this time been submitted to legislative
counsel for advice and assistance as to the form thereof.

Very truly yours

FREYDA P. KOPLOW,
Commissioner of Banks.
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1. AN ACT TO AMEND THE LAW RELATIVE TO THE ACQUISITION OR

CONTROL OF COMMERCIAL BANKS AND BANK HOLDING COM
PANIES

i
Chapter 167 A of the General Laws regulates bank holding

companies controlling 25 percent or more of the stock of two or
more commercial banks. I recommend that the definition of
“company” in Chapter 167 A be broadened to include combinations
of individuals who seek control of such banks. Although such
combinations, where they fall short of constituting legal entities, are
not within the scope of the present law, they can exert the same
influence and control over banks as is exercised by corporations,
partnerships and trusts.

Commercial banks perform a vital function in the economy of the
Commonwealth. In order to ensure that the control of such banks
will continue to be exercised in the interest of their depositors and of
the general public, I propose legislation to provide that any
company, broadly defined as indicated in the preceding paragraph,
which seeks, directly or indirectly, to exercise control over a
commercial bank, must have the permission of the Commissioner of
Banks in order to do so.

2. AN ACT CHANGING THE DATE FOR THE ANNUAL REPORT OF THE
COMMISSIONER OF BANKS RELATIVE TO CREDIT’ UNIONS AND
EXTENDING THE TIME WITHIN WHICH CREDIT UNIONS SHALL
MAKE THEIR ANNUAL REPORTS TO THE COMMISSIONER 0%)
BANKS

Currently the Commissioner of Banks submits to the General
Court an annual report relating to credit unions for every fiscal year
ending October 31. It is proposed for the purpose of accounting
facility that said reports relate henceforth to the last day in
December. In conjunction with the change, credit unions will be
allowed thirty days after the last business day of December in each
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year to make their annual reports to the Commissioner. Insured
credit unions presently make reports on a semiannual basis to the
Massachusetts Credit Union Share Insurance Corporation as of the
last days of June and December.

3. AN ACT RELATIVE TO LOANS TO LIMITED MEMBERS IN CREDIT
UNIONS.

, The bill filed herewith will curb the tendency of some credit
unions to lend an excessive amount to an individual or individuals
controlling the majority interest of fraternal organizations, voluntary
associations, partnerships or corporations, said lending being to
limited membership groups constituting different legal entities.

4, AN ACT FURTHER REGULATING MORTGAGE LOANS MADE BY
CO-OPERATIVE BANKS.

Co-operative banks when making real estate mortgage loans in
excess of ninety percent of appraised value must collect on a
monthly basis “. . . a proportionate part of the estimated real estate
taxes and betterment assessments.” The bill filed herewith will
change the ninety percent figure to seventy percent thereby closely
aligning this co-operative bank law with the laws pertaining to savings
banks, trust companies and credit unions.

5. AN ACT RELATIVE TO DEPOSITS OR INVESTMENTS IN CERTAIN
DEPOSITORIES BY CO-OPERATIVE BANKS.

Present law allows co-operative banks to invest in certificates of
deposit in any national bank or trust company. A draft of legislation
iccompanying this recommendation would restrict such investment
to banks on the List of Legal Investments which is prepared and
updated by this agency.

6. AN ACT FURTHER REGULATING SMALL LOAN COMPANIES

UNDER THE SUPERVISION OF THE COMMISSIONER OF BANKS.

CO-OPERA TIVE BANKS

CONSUMER FINANCE
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In the laws dealing with consumer finance in Massachusetts -

except for the small loans law, there exists a standard for the
suspension or revocation of a license based on the discovery of a fact
or condition which, if it had existed at the time of the application
for a license, would have warranted the Commissioner of Banks to
refuse to issue such license. The fact or condition discovered could
pertain to integrity or the financial soundness of the licensee, and
experience in this field has shown that the authority to suspend or
revoke a license should not be limited to specific violations of the a
small loans law.

The draft of legislation submitted herewith is patterned after other
consumer finance statutes. I believe it merits the, consideration of the
General Court.

7. AN ACT PROVIDING THAT THE LAW REGULATING INTEREST ON
CERTAIN HOME MORTGAGES SHALL APPLY TO DWELLING
HOUSES HAVING AN ASSESSED VALUE OF NOT MORE THAN
FORTY THOUSAND DOLLARS.

The protection of the second mortgage law as to the allowable
maximum rate of interest extends to “.

.

. a loan of more than fifteen
hundred dollars secured wholly or partially by a mortgage of real
estate having an assessed value of not over twenty-five thousand
dollars, having thereon a dwelling house with accommodations for
six or less separate households and occupied in whole or in part at
tire time the loan is made as a home by an obligor on the mortgage
debt .

. .”

The bill I submit as my recommendation takes cognizance of the
rising costs of homes and revaluations being undertaken by cities and
towns. The twenty-five thousand dollar figure goes back ten years
and it would seem that forty thousand dollars is more realistic.

8. AN ACT MAKING CERTAIN CORRECTIVE CHANGES IN THE LAW
RELATIVE TO INSURANCE PREMIUM FINANCE AGENCIES
JECT TO THE SUPERVISION OF THE COMMISSIONER OF BANKS.

A new definition of “person” is proposed for Chapter 25 5C of the
General Laws. The definition of “person” contained in section 1 of
the chapter should be modified by the deletion of the words “bank,
trust company or national bank”. Banks purchase insurance premium
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finance agreements from agents and brokers in Massachusetts and
should be considered as premium finance agencies although exempt
from the requirement of licensing. It should be noted that the statute
defines a “Premium Finance Agency” as “a person engaged . .

.” but
banks are exempted from the definition of “person”.

Section two of the bill would insert in the first sentence after the
words “credit union” the words “a bank as defined in section one of
chapter one hundred and sixty-seven or a national banking associa-
tion or a savings and loan association”. Such change is consistent
with the exemption of banks from the licensing requirements.

9. AN ACT MAKING CERTAIN CHANGES IN THE LAW RELATIVE TO
THE PROTECTION OF CONSUMERS AGAINST CARELESS AND
ERRONEOUS BILLINGS SUBJECT TO THE SUPERVISION OF THE
COMMISSIONER OF BANKS.

Certain corrective changes are necessary in the law relative to the
protection of consumers against careless and erroneous billings. The
changes are necessitated by certain ambiguous words and phrases
contained in the statute. I issued “Guidelines” early in 1972
clarifying the ambiguous portions but “Guidelines” do not have the
force and effect of law. The legislation proposed herewith contains
three new definitions and empowers me to promulgate regulations
pursuant to the provisions of the chapter.

10. AN ACT RELATIVE TO THE COMPUTATION OF FINANCE CHARGES
IN CONNECTION WITH CERTAIN OPEN END CREDIT ACCOUNTS.

Chapter 783 of the Acts of 1972 amended the full disclosure law
by inserting a new section establishing the formulae for determining
the balance upon which a finance charge may be assessed in
connection with the open end credit plans. The definition of open
end credit is so broad that the new section of the full disclosure law
could be interpreted so as to require creditors to grant a “free
period” for all open end credit plans involving the direct lending of
money instead of just those plans involving merchandise purchases.

The bill accompanying this recommendation contains a new
definition of credit card and the statutory requifement of crediting
payments to the accounts of customers is clarified by changing the
two day period to two business days, thus eliminating weekend and
holiday problems.
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