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Office of the Bank Commissioner

Hon. Albert P. Langtry, Secrela 'f the Commonwealth, Slate Hous<
Bs sic

Dear Sir: In accordance with chapter 131 of the Genera
Acts of 1919, I am submitting herewith recommendation
pertaining to banks and banking, together with the draft
of the bills for the consideration of the Legislature.

These recommendations will be embodied in the supple
mentary report of the Bank Commissioner.

Respectfully your

AUGUSTUS L. THORNDIKI

Cljc Commcintocaltfi o( ssnssnctnisctts.

Bank Commissions
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I hereby make the following recommendations for con-
sideration and action by the General Court for the ensuing
year:

1. Recent legislation authorizes savings banks, institutions
for savings and trust companies in their savings departments
to declare and pay dividends or interest to their depositors as
often as once a month, provided the interest has been earned
and collected. The present statute requires that the trustees
of savings banks cause an examination of the income, profits
and expenses of such bank to be made for the current six
months immediately preceding the declaration of a dividend.
If a savings bank desires to avail itself of the authority to
change from the semi-annual dividend periods to shorter
periods, the examination to determine the profits and expenses
should be made for those periods. I therefore recommend
that section 61 of chapter 590 of the Acts of 1908 be amended
to meet the new conditions.

£. The statute provides that trust companies shall not
make a loan to any one person in excess of a certain pro-
portion of its capital stock and surplus. The spirit of the
law is to prevent too large a part of its capital being invested
in one place or enterprise. By making loans to various per-
sons with the same collateral, or by making a division of the
collateral and making various loans on the various parts of
the collateral, or investing in the shares of stock of a single
corporation, one person or a group of persons might be able
to use the entire resources of one trust company in aiding
their own schemes. To avoid such contingency I recommend
an amendment to the statute to prevent such a situation.



HOUSE No. 45.1920.] 3

3. Co-operative banks are established for the purpose of
accumulating the savings of their members in fixed periodical
instalments and loaning such accumulation to them. It has
frequently occurred that the accumulations available for loan-
ing have not been sufficient to supply the demands for loans.
The present statute does not permit a co-operative bank to
borrow money for the purpose of reloaning. I believe it to
be a safe principle that these banks should incur no obliga-
tions other than to their shareholders or for current expenses,
but in order that these banks may more readily accommodate
their borrowers at the times when the demand for money for
building or purchasing homes is most urgent, I believe it
would be wise to permit the borrowing of money for the
above purposes, with the stipulation that the co-operative
bank shall repay its borrowing within six months. I there-
fore recommend that section 4 of chapter 643 of the Acts of
1914 be amended to authorize such borrowing.

4. As to credit unions, although they are organized for the
purpose of accumulating and investing the savings of their
members and making loans to members for provident pur-
poses, yet the statute authorizes the use of the word “bank”
if approved by the Board of Bank Incorporation. They are
not limited in their investments as are other Massachusetts
banks. They make loans on second mortgages and loans
beyond the confines of the Commonwealth, and, generally
speaking, obtain a larger interest rate than do other banking
institutions. As they are carried on for the profit of their mem-
bers, I see no reason why they should be exempt from taxation
as eleemosynary institutions. I therefore again recommend
that they be not exempted from taxation. I also recommend
that their loans on real estate be limited to at least 80 per

Nt of the value of improved property, or 50 per cent of the
value of farm lands loaned on, and that their loans beyond
the confines of Massachusetts be limited the same as are
those of savings banks and trust companies, and that the
committee recommending such loans shall make reports of
the value of the property in the same manner as is required
f savings banks
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5. I again call to your attention that chapters 470 and 610
of the Acts of 1914 prohibit other than incorporated banks
and licensed bankers from soliciting or receiving deposits or
transacting business in the way or manner of a savings
bank. They do not prevent others than incorporated banks
and licensed bankers from receiving deposits of money. It
would seem that all persons, partnerships, associations and
corporations receiving small amounts of money as above, and
who are not under State supervision, should be required to so
inform those who entrust money to their care, and in order to
determine who may be carrying on such banking this depart-
ment should have the necessary authority to investigate.


