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To the General Court of Massachusetts.
The annual report of this Department, required by General Laws,

chapter 167, section 9, is herewith submitted. The complete report,
to be rendered later, will, as heretofore, consist of two parts,
Part I relating to savings banks and trust companies, and Part II
relating to co-operative banks, credit unions, private bankers and
savings and loan associations. The customary consolidated state-
ments covering transactions of savings banks and trust companies
will appear in the complete report.

General Statement.
The aggregate assets of the various companies or individuals

under the supervision of the Department, compiled from their last
reports, are approximately as follows:

Per-
Assets. Increase. centage of

Increase.

196savings banks 81,354,846,586 30 $37,739,191 83 2.87
104 trust companies:

In their commercial departments . . 607,258,899 77
In 82 savings departments . . . 134,013,449 23 130,161,776 ss l 11.36 1

In 49 trust departments . . . 274,020,698 65
206 co-operative banks 196,195,048 71 22,215,844 70 12.77

3 savings and loan associations . . . 2,585,886 94 50,785 10 2.00
Massachusetts Hospital Life Insurance Com- 30,860,303 62 250 431 44 1 80 1

pany.
1 foreign banking corporation . . . 1,354,170 10 209,454 85 18.30

82 credit unions 4,047,172 76 51,713 70 1.29
69 steamshipagents, 44 receiving deposits of . 2,104,770 50 974,886 05 1 31,66 1
2 State banks 996,708 34 100,103 66 1 9.13 1

664 institutions and agents under the super- $2,608,283,694 92vision of this department.
Total decrease $71,220,208 19! 2.06 1

£l)c <£ommonruealtt) of iHassadjusctts
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Trust Companies

In presenting the annual report of the trust companies for the
past year, it is with no little satisfaction that the Commissioner of
Banks, after careful study and as the result of all information
available, can report that, in his opinion, the trust companies in
Massachusetts are on a firmer basis to-day than for several years.

This is the first year since 1904 that no new trust companies
have commenced business. Due to the consolidation of five com-
panies with others and the closing of one trust company by this
Department, there are at the present time 104 trust companies in
this Commonwealth doing business instead of 110 of one year ago.
These companies showed on September 6, 1921 (the latest date on
which figures are available), total resources of $1,015,293,047, a
decrease of $130,161,777 since November, 1920, this being for the
most part in the commercial departments. During this period the
only gain shown was in the trust departments and amounted to
$24,793,906. The savings departments have decreased $16,471,890
in assets, this being due to the closing of the five trust companies
now in the possession of the Commissioner of Banks.

It is interesting to note, however, that the aggregate deposits in
savings departments of all other trust companies have increased.
The average deposit in savings departments of trust companies on
September 6, 1921, was $313.08, a gain of $1.30 over last year.

The total number of depositors on September 6, 1921, was divided
as follows: commercial departments, 414,092; savings departments,
417,942. This is a net total decrease of 63,300 from last year, a con-
siderable part of which was due to the closing of the Tremont Trust
Company.

During the past year in Boston the Old South Trust Company, the
Dorchester Trust Company and the Hyde Park Trust Company have
been merged with the International Trust Company and the Equi-
table Trust Company with the Beacon Trust Company. The Charles
River Trust Company of Cambridge was merged with the Harvard
Trust Company of Cambridge; also, the closed Fidelity Trust Com-
pany of Boston was taken over by the Liberty Trust Company of
Boston. The Allston Trust Company, Boston, and the Bancroft
Trust Company, Worcester (the name having been changed on
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February 9, 1921, from the Victory Trust Company), which were
granted charters during 1920, have not yet commenced business.

During the year authority was given to the following companies
in Boston to act as reserve agents for other trust companies, under
the provisions of section 75, chapter 172, General Laws:

Beacon Trust Company

International Trust Company
Old Colony Trust Company.

At the last session of the Legislature, among the changes in laws
made were the following:

The statute relative to the maximum liability of a person to a
trust company was amended, making the limit of liability to com-
panies, with less than $500,000 capital, 10 per cent of the surplus
and such part of the capital stock as is paid up, this provision
being optional with the former limitation of 20 per cent of the
capital only. This concerns trust companies having a surplus
greater than their capital stock.

An act was also passed regulating the payment of savings deposits
after notice has been required from depositors. This is mentioned
in more detail in connection with new savings bank legislation.

An amendment, requiring a director to be a stockholder of record
as well as owner of ten unpledged shares, was also added.

Closed Trust Companies

The Commissioner of Banks has been engaged in preparing a state-
ment of fact relating to the closing of the Hanover, Prudential, Cos-
mopolitan, Fidelity and Tremont Trust Companies in Boston, the
events leading up to the taking over of these institutions, and the
situation disclosed during liquidation proceedings. It had been
hoped that this statement would be ready for inclusion in this re-
port. The situation confronting the Commissioner has been such,
however, that it was impossible to properly prepare such a statement
while many of the most important points involved were pending
before the Supreme Judicial Court. Alany of these questions have
not yet been determined by the court, but the Commissioner has
gone ahead with this work, believing that further delay would be
inexpedient. The statement will shortly be concluded and may be
made a separate document.
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Two State banks were operating under the supervision of this
Department on October 31, 1921, but one has since been liquidated
through a consolidation with a trust company.

This form of banking has been found to be impracticable under
provisions of the law, in view of present-day conditions, as such
banks are prohibited by law from rendering the service which other
banks are able to offer, thus limiting their field of operation to such
an extent that they find it difficult to successfully compete with other
banks.

Savings Bank
The assets of the 196 savings banks, according to the annual

reports rendered to the Commissioner, amount to $1,354,846,586.30,
and the deposits, $1,237,271,170.36, representing 2,588,448 deposit
accounts, an average balance of $478 to each account, as compared
with $465.26 a year ago.

Dividends paid to depositors during the year amounted to
$53,856,384.55. The guaranty fund amounts to $60,012,928.33, and
is 4.85 per cent of the amount of deposits. Total deposits have
increased during the year $30,724,172.67.

It is noticeable that a larger number of savings banks have opened
Christmas Clubs and similar thrift clubs during the year than in any
previous year since their installation. The opportunities afforded
by these clubs are taken advantage of by increasing numbers an-
nually and are doing much to encourage thrift throughout the
Commonwealth.

A number of the savings banks have availed themselves of their
right under the law enacted last year to maintain safe deposit vaults
and rent boxes therein; others are completing arrangements to do so
in accordance with the requirements set forth by the Commissioner.
By these requirements the Commissioner is endeavoring to afford
adequate protection to the renters of safe deposit boxes as well as
safeguarding the interests of the savings banks.

Authority to establish branch offices, under section 25, chapter 168
of the General Laws, was granted by the Commissioner during the
year to the Palmer Savings Bank, one to be located in the village of
Thorndike and one in the village of Bondsville, both being in the
town of Palmer.

State Banks.
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C

The Commissioner has in his possession checks amounting to
§88.25 for the payment of the final dividend in voluntary liquidation
of the affairs of the Wales Savings Bank; also checks amounting
to 186.76 for the final payment of claims against the Lafayette Sav-
ings Bank, which bank the Commissioner took possession of in 1914.
In the first instance the checks are held awaiting the receipt of satis-
factory evidence for their payment, and in the second instance the
Commissioner has been unable to locate the claimants.

During the past year legislation was enacted whereby the maxi-
mum amount of joint deposits in a savings bank has been increased
from $2,000 to $4,000, and allows interest upon such deposits and
upon the interest accumulated thereon until the principal with the
accrued interest amounts to $B,OOO, and thereafter upon no greater
amount than $B,OOO.

Legislation was also enacted, relative to the right of savings banks
and savings departments of trust companies to require notice of
withdrawal of deposits, which provides that whenever notice shall
be required from ten or more depositors in any one day, such notice
shall be deemed to be a general requirement, and the bank shall
within forty-eight hours thereafter file with the Commissioner the
terms of the requirement, and thereafter no payment shall be made
to any depositor other than in accordance with the general require-
ment filed with the Commissioner, except that with the approval of
the Commissioner amounts not exceeding in the aggregate $lOO may
be paid to each depositor. Also that there shall be no advertising
nor solicitation for deposits during such period as notice is required,
unless the fact that notice is required is also stated in the adver-
tisement.

Co-operative Bank
Since the last annual report of October 31, 1920, four new banks

have commenced business, as follows:

r .• Began Shares, FirstLocation. Business. Serbs.

Bellevue Co-operative Ban Bi Jan. 17, 1921

YaCape Cod Co-operative B;

Mill City Co-operative Ba

;h Aug. 4, 1

Bedford . . Feb. 23, 1921 2,041Ne

FrSouth Middlesex Co-operative Bank :ham . . Jan. 13, 1921 3,083
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This makes a total of 206 co-operative banks doing business in
Massachusetts at the close of the last fiscal year.

It is very gratifying to find that although there has been a large
amount of unemployment, and that in many instances withdrawals
have been heavy, the increase in total assets for the last twelve
months has shown a gain of 12.77 per cent, a slightly higher
percentage than for the year previous. The total assets are now
$196,195,048.71, being $22,215,844.01 greater than the previous year
and the largest in the history of these institutions.

The gain in membership for the same period was 12,593, the total
number of shareholders being 308,790. This was only about one-
third of the gain of the previous year, due presumably to the general
economic situation.

Matured share certificates represent a total of $14,822,000, a gain
of $3,351,600. These certificates, valued at $2OO each, are held by
13,807 shareholders, an average of $1,073.51 to each holder. This
is a gain of $300,000 over the increase for the preceding year. Divi-
dends on these certificates are generally a little less than is paid on
regular co-operative bank shares.

The paid-up shares, the sale of which was permitted under an act
of 1920, increased $2,323,200, and now amount to $2,790,000 held by
3,036 shareholders, an average of $918.97 each. The rate of dividend
on these shares is limited by statute to 5 per cent, the rate paid dur-
ing the past year.

During this same period the demands for real estate loans have
continued, and the amount invested shows the same proportionate
gain as was shown in the assets of the banks, being $20,474,709.27
on 5,514 loans. The total of such loans now amounts to $181,151,-
720.47, all in first mortgages to 77,582 borrowers. In order to meet
this demand for loans, the Commissioner has granted authority, to
those banks which have applied, to borrow' $1,279,000, as provided
in the statutes.

During 1921 the General Court enacted legislation (1) permitting
the increase of the guaranty fund and surplus account on a basis of
the total liabilities rather than on the dues and profits capital;
(2) limiting investments in real estate for banking purposes upon a
basis of the guaranty fund and surplus account, under certain re-
strictions, rather than the surplus account alone, as heretofore;

limiting the amount of “paid-up shares” which may be outstand-
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ing at any one time in any bank to 10 per cent of the total assets of
such bank; and (4) permitting loans on paid-up shares to an amount
not exceeding 90 per cent of their value.

Credit Unions.
The past year, because of general financial and industrial depres-

sion, has been one of severe trial to credit unions, and yet there were
no involuntary liquidations and but one voluntary liquidation during
the year.

In spite of the fact that there were heavy withdrawals in a number
of credit unions, notably in industrial centers, these institutions
have emerged from the situation materially increased in numbers,

substantially established in the
since the creation of the credit

strength and resources, and more
Commonwealth than at any time
union system in 1909.

On October 31, 1921, there were
within the Commonwealth, an incre
membership of these unions on the

82 credit unions doing business
ase of 17 during the year. The
same date numbered 32,226, or

2,732 more than on the corresponding date of the previous year.
The total assets during the same period have increased $80,894.45
and now total $4,047,172.76. Dividends to shareholders and interest
paid on savings accounts amounted to $164,672; $3,003,765 was
loaned to members during the past fiscal year, and the number of
borrowers on October 31, 1921, was 12,180. All but four of the
credit unions granted charters during this period had commenced
business.

Changes in the names of the following credit unions have been
approved as indicated:

Metropolitan Grange Credit U
Dorchester Credit Union to M
Salem Workingmen’s Credit U

lion to Metrogra Credit Union,
itropolitan Credit Union.
ion to Salem Credit Union.

The following credit unions are
missioner of Banks, no changes h
during the year:

still in the possession of the Com-
ving been made in their condition

Peabody Hebrew Credit Union.
Salem Investment and Credit Union
Lynn United Hebrew Credit Union.
People’s Credit Union of Lynn.
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In the liquidation of the Italo-American Credit Union, $10.95 has
been paid to shareholders since the last report, leaving a balance of
$156.36 due to 24 shareholders.

Every effort has been made to locate the creditors of these credit
unions in an endeavor to finally adjust their affairs.

The City of Quincy Credit Union was voluntarily liquidated.

Deposits with Others than Banks
Figures from private bankers doing business under chapter 169

show that 44 were holding money for safe-keeping amounting to
$2,104,770.50, a decrease of $974,886.05 since the previous report.

The amount sent to foreign countries during the twelve months
ending October 31, 1921, totaled $15,216,116. This also shows a
decrease amounting to $8,717,827.

License fees collected and paid into the treasury of the Common-
wealth amounted to $2,950. During the same period the Commis-
sioner of Banks found it necessary, in order to protect the interests
of their clients, to take possession of the property and business of the
following, under the provisions of section 22, chapter 167, General
Laws:

Name. Location. Date closed.

Alter Freedman . . . . .65 Everett Avenue, Chelsea . . . Nov. 10, 1920

L. D. Griswold Company . . . 134 Salem Street, Boston . . . Dec. 22, 1920

George P. Anastos .... 196 Hanover Street, Boston . . . Feb. 21, 1921

Ettore Forte . 306 Hanover Street, Boston . . . July 11, 1921

Pantaleone Mercuric . 303 North Street, Boston . . . July 7, 1921

H Slobodkin, Inc. .... 145 Staniford Street, Boston . . July 18, 1921

In addition to the above, 1 license was revoked, 2 were refused
renewal and 6 were surrendered, there now being 69 others than
banks receiving money for transmission and safe-keeping.

On October 31, 1921, the property and business of the following
private bankers were in possession of the Commissioner of Banks:
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Divide
LiquidatiNam Liabilit I PppDate. j Q ent Amount Age

JacobFriedstein . . $55,816 21 April 25, 1921 12£ $9,180 97 Daniel B. Ruggles,

Polish Industrial . . 320,593 82 June 15, 1921 10 41,904 61 DanielB. Ruggles.

Alter E. Freedman . 14,497 00 - - - - DanielB. Ruggles.

L. D. Griswold Company, 21,878 15 Sept. 1, 1921 25 6,438 04 Daniel B. Ruggles.

George P. Anastos . . 328,683 75 - - - - John J. Higgim

Much improvement has been accomplished during the past year
in the condition of this class of bankers through more frequent
examinations, this being made possible by an increase in the force of
examiners. The depositors have been led to expect the safety which
a license issued by this Commonwealth should afford; therefore,
continued supervision is necessary if adequate protection is to be
given to them. Further legislation is necessary to provide additional
safeguards.

It is recommended that all bankers of this class be required to
incorporate and set aside a certain amount of capital, placing all
assets in the name of the corporation.

At present the entire matter of the bonds of private bankers is
regulated by the Commissioner of Banks with the approval of the
Treasurer and Receiver-General of the Commonwealth. This mat-
ter might better be controlled by statute, which would provide for
the automatic increase or decrease and the minimum amount of
bonds.

The following table is compiled from the last five annual report-
made to this Department, and shows the amount of money for-
warded to various countries during each of the years covered by the
reports:



HOUSE— No. 1260. [Jan12

Amount forwarded during Year ending
Country

Oct. 31,1921. Oct. 30, 1920. Oct. 31, 1919. Oct. 31, 1918. Oct. 31, 1917.

Italy §10,544,002 $16,738, $12,079,906 $7,024,690 $6,965,832

Portugal and Azores . 2,195,686 4,077,410 3,034,020 1,551,652 1,061,482
Great Britain .

. 586,052 989,745 1,030,504 472,991 578,290

Gree 186,932 968,174 569,275 154,908 214,1089,

Finland 209,688 279,062 178,123 12,859 204,963,06

Polan 684 307,305 139,215
;den . . . 33,908 82,953 91,058 1,344 6,038

Fr 20,562 139,102 . 80,023 28,210 16,755

Russia ...
- - 9,736 189,679 1,024,000

Germany 333 111,123 6,064 - 21,5.

Austria 137 269 - 2,544
Turkey 41 - 3,539 514
Lithui 335,148

Roum; 42,122

Other countr 30,427 21 54 10,819

$15,216,116 $23,933,943 $17,251,870 $9,449,732 $10,106,900

Examination of the Affairs of the Treasurer and Receiver-
General of the Commonwealth

Examinations made by this Department during the year were as
follows: The first examination was made as of the close of business
January 17, 1921, in behalf of the joint committee on ways and
means of the General Court as required by section 43, chapter 29
of the General Laws; and the second ivas made as of the close of
business September 20, 1921, in accordance with the provisions of
section 42, chapter 29 of the General Laws, at the request of the
finance committee of the Executive Council.

Board of Bank Incorporation.

During the period from November 1, 1920, to October 31, 1921,
inclusive, the Board has held 31 meetings and 44 hearings in connec-
tion with the establishment of newr banking institutions. Of these
hearings, 3 have been upon applications for new co-operative banks,
27 upon credit unions, and 1 upon savings banks, the remainder
being hearings held upon petitions for the changing of names and the
establishment of trust departments and branch offices of trust com-
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panics. Thirty-four applications were granted, 7 were refused and
3 are held in abeyance.

Certificates issued to establish.

Co-operative Banks.
Bellevue Co-operative Bank, Boston.
Cape Cod Co-operative Bank, Yarmouth.
South End Co-operative Bank, Boston.

Credit Unior
Beacon Hill Credit Union, Boston
Blake-Knowles Credit Union, Cambridge.
Central Credit Union, Cambridge.
Chandler & Farquhar Credit Union, Boston
Etsco Credit Union, Boston.
Filene’s Co-operative Association Credit Uni
Fitchburg Credit Union, Fitchburg.

m, Boston.

Hamilton Credit Union, Southbridge.
Hygrade Credit Union, Salem.
Jewish Community Credit Union, Salem
Lowell Bleachery Credit Union, Lowell.
MountBowdoin Credit Union, Boston.
Polish National Credit Union, Chicopee.
Prospect Credit Union, Cambridge.
Rockland Credit Union, Rockland.
Social Service Credit Union, Boston.
South End Credit Union, Boston.
State Employees Credit Union, Boston.
Union Workers Credit Union, Boston.
Walworth Credit Union, Boston.
M. S. Wright Company Credit Union, Wor iter.

Permission granted to Trust Companie to establish.

Branch 0
Liberty Trust, Bostor
Park Trust Company, Worcester

Trust Department

American Trust Company, Boston
Clinton Trust Company, Clinton.
Gloucester Safe Deposit and Trust Company, Glou
Hampshire County Trust Company, Northampton
Hyannis Trust Company, Hyannis.

Gloucester.
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Certified Public Accountants,
The thirteenth examination of applicants for certificates as public

accountants was held on November 15 and 16, 1921, when 256 per-
sons presented themselves for examination. These examinations are
conducted by a Board of Examiners, appointed by and acting in
conjunction with the Commissioner of Banks, but as said Board
has not yet rendered its report, the result of the last examination
cannot be given at this time. On December 31, 1921, there were
225 accountants holding certificates of registration under the laws of
this Commonwealth. As a result of the examination held in No-
vember, 1920, 12 persons were granted certificates, and 5 others were
successful in answering the questions but could not qualify in other
respects.

Recommendation
Thirty-four bills, comprising the recommendations of the Com-

missioner of Banks for new legislation, have already been submitted
to the General Court. The intent of these measures is briefly set
forth as follows:

Banks and Banking
1. Providing a Penalty for Embezzlement, etc., in any Bank. —This

act is copied from the national bank law and provides a penalty of a
fine of not more than $lO,OOO or imprisonment for not more than
ten years, or both, for the offences named.

2. Providing a Penalty for falsely certifying Checks. —This act,
like the preceding act, is taken from the national bank laws and
provides a penalty of a fine of not more than $5,000 or imprisonment
for not more than five years, or both, for the false certification of
checks.

3. Relating to Unauthorized Banking. At the present time sec-
tions 12 and 37 of chapter 167 of the General Laws conflict, and this
act is an amendment to section 12 to eliminate this confliction.

4. Relating to the Annual Report of the Commissioner of Banks.
At the present time the law provides that the Commissioner shall
make a return to the General Court of the condition of every incor-
porated bank from which a report has been received for the preced-
ing year. The inclusion of the word “incorporated” in the law
prevents such a return on private banks and bankers not now incor-
porated but under the supervision of the Commissioner of Banks.
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This act would include the latter by eliminating the word “incor-
porated.” It also substitutes in section 9of chapter 167 the words
“commissioner of banks” for the word “receivers,” as there are no
receivers under the present statutes, and strikes out the words
“from which a report has been received for the preceding year,”
as they are no longer necessary.

5. Relating to Bond and Investment Companies. The present
chapter on bond and investment companies (chapter 174, General
Laws) places the supervision over such companies under the Com-
missioner of Banks. Since the enactment of a law in 1921, known
as the act to prevent the sale of fraudulent securities, it seems ad-
visable to place this chapter under the same agency as provided in
that act, namely, the Commissioners of the Department of Public
Utilities.

Co-operative Banks
6. Relating to the Powers and Duties of the Commissioner of Banks

in Co-operative Banks. The co-operative banks, according to law,
are audited by the banking department, and the examiner is obliged
to report to the Department everything he finds, much of which is of
little importance, but must of necessity be incorporated in the report
for the information of the Department. Many of these matters
could be settled directly with the treasurer; but as the law states
that a copy of this report shall be rendered to the board of directors,
the board of directors now receives a report containing many items
which are of minor importance and ought not to be called to their
attention in the report. This act would permit the Commissioner to
submit to the directors a copy of so much of the report as he deems
expedient.

7. Relating to Fees for Examination and Audit of Co-operative
Banks. Co-operative banks at the present time pay a fee of 10
cents per $l,OOO of assets for audits which are conducted by the
banking department. This act provides that the banks shall pay
the actual salaries of the employees engaged in making the examina-
tion, which it is believed is a more equitable method than the
present and will also increase the revenue substantially. In this
way the bank will be paying for the actual time taken in making
the examination and audit. If the work on the books of the bank is
not in good condition and extra time is spent in locating errors, as
has been the case in some instances, the banks will have to bear
this extra expense for which the Department now receives nothing.
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8. Relating to the Maturity of Shares in Co-operative Banks. —■
This act amends the latter part of section 19 of chapter 170, relating
to the dissolution of co-operative banks, by including members hold-
ing “paid-up” shares, together with members holding matured shares,
as not being entitled to preference over any holder of unmatured
shares.

9. Relating to Real Estate leased by Co-operative Banks as Places of
Business. This act provides for the regulating of alterations in
leased quarters by requiring the approval of the Commissioner of
Banks, and limiting the amount to be expended in such alterations.

Credit Unions
10. Relating to the Commencement of Business by Credit Unions.

Several petitions and charters have been granted to credit unions
that have never commenced business, some of them dating back to
1918. This act provides that a credit union shall organize and com-
mence business within six months from the date of its incorporation;
otherwise, its charter shall become void. A similar recommendation
is made for trust companies.

11. Relating to the Election of Officers in Credit Unions. This act
amends the law relating to election of officers in a credit union to
provide for the election of such other officers as may be necessary
for the transaction of the business of the corporation, and also pro-
vides that all officers handling the funds of a credit union shall be
bonded in an amount satisfactory to the Commissioner of Banks.

12. Relating to the Supervisory Committee of Credit Unions. This
act provides that supervisory committees of credit unions shall be
required to hold meetings at least monthly and keep a record of
such meetings. It also provides that pass books of credit unions
shall be verified at least once every three years by the supervisory
committee, as is required by savings banks.

13. To prohibit Loans to Certain Officers of Credit Unions. —This
act adds to the officers of credit unions who are not to borrow from
the corporation the treasurer or assistant treasurer, if there be one.

14. Relating to the Payment of Interest on Deposits in Credit Unions.
At present, credit unions state in advance the amount of interest

payable on deposits. This act restricts such corporations in the pay-
ment of interest on deposits to the same degree as savings banks and
savings departments of trust companies are now restricted.
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15. To create a Reserve in Credit Unions. This act provides that
credit unions shall carry a reserve in cash amounting to 10 per cent
of their resources.

16. Relating to Loans made hy Credit Unions. At present, unse
cured loans of more than $5O are made by credit unions. Thi:
act requires that in all such loans of more than $5O at least one sub'
stantial endorser shall be required.

17. Relating to the Approving of Investments in Credit Unions.
This act provides that investments other than loans in credit union
shall be made only with the approval of the board of directors.

18. To permit Savings Banks to sell Foreign Drafts. This act
would permit savings banks to receive money for transmission to
foreign countries under regulations made by the Commissioner of
Banks.

19. To provide a General Penalty for Violation of the Laws relating
to Savings Banks. —This act is similar to one already recommended
for trust companies, and provides a fine or imprisonment, or both,
for the violation of any of the savings bank laws for which a penalty
is not expressly provided. The penalty is left for the Legislature to
determine in its discretion.

20. Relating to the Investments of Savings Banks. This act permits
savings banks to loan on shares of co-operative banks at not more
than 90 per cent of their withdrawal value. It also provides that
departments of the Commonwealth having supervision over public
utilities be required to furnish the Commissioner of Banks with a
list of companies whose securities would be legal investments for
savings banks annually at such time as the Commissioner shall
designate.

21. Relating to the Bonding of Officers and Employees of Savings
Banks. The present law requires that the treasurer, vice treasurer
and assistant treasurer shall give bond to the satisfaction of the
trustee, in such form as the Commissioner may prescribe, “for the
faithful performance of their duties.” This act would provide for the
bonding of all officers and employees, and would permit the use of
the so-called bankers blanket bond. The president is held responsi-
ble for the filing of the bond.

Savings Banks
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Trust Companies.
22. Relating to Charters of Trust Companies. This act gives the

Board of Bank Incorporation authority to examine the methods of
payment for stock in a trust company after a charter is issued, to
examine the details of personnel, including the officers and directors,
and to decline to issue a certificate authorizing the bank to do busi-
ness if, in the judgment of the members, it is unwise.

This act also requires a trust company to begin business within
six months after a charter is granted instead of two years, as at
present, and provides that business shall not be resumed under
unused charters existing at the time of the passage of the act, except
with the written approval of the Board of Bank Incorporation.

23. To regulate the Consolidation of Trust Companies. —■ This act
provides that trust companies desiring to consolidate must obtain the
written approval of the Commissioner of Banks, and also that a
charter of a trust company, the business of which is consolidated or
merged with or absorbed by another bank, shall be kept alive only
for the purpose of carrying out existing obligations and liabilities.

24. Relating to the Reserve of a Trust Company. This act would
prohibit a trust company, in the event that its reserve is at any time
less than the amount which it is required to keep on hand, from
making any new loans or investments otherwise than by discounting
or purchasing bills of exchange payable at sight, or from making any
dividends of its profits until the required amount has been restored.
It also provides that if such corporation shall fail for thirty days
after receiving notification from the Commissioner to make good its
reserve, the Commissioner may proceed, as provided in section 22 of
chapter 167, to take possession and liquidate the affairs of such cor-
poration.

25. To prohibit a Trust Company from making Loans on its Own
Stock, either directly or indirectly. At the present time the law pro-
hibits a trust company from making loans on its own stock, but
does not cover cases of unsecured loans being made and the stock
held by an officer for safe-keeping, nor is any penalty provided for
its violation. This act would prohibit loans made directly or in-
directly, either through increases of capital stock not paid for or on
notes or unsecured forms with an agreement to consider the stock as
pledged, and provides a penalty of a fine of not more than $5,000
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or by imprisonment for not more than five years or by both such fine
and imprisonment for its violation.

26. To -prohibit a Trust Company from paying Unearned Dividends
on Capital Stock. This act prohibits a trust company or stock-
holder thereof from withdrawing or permitting to be withdrawn
during the time it continues its banking operations any portion of its
capital, either in the form of dividends or otherwise. It provides
that no dividend shall be paid if losses have been sustained equal to
or exceeding the undivided profits then on hand, and that no divi-
dend shall ever be paid, while it continues its banking operations, to
an amount greater than its net profits then on hand, deducting there-
from its losses and bad debts. The act also defines bad debts, but
does not interfere with the reduction of the capital stock as already
provided for by lawx

27. To establish a Surplus Fund in a Trust Company. Under
this act the directors of a trust company may declare dividends of so
much of the net profits as they shall judge expedient, but the trust
company shall, before the declaration of a dividend, carry one-tenth
part of its net profits of the preceding period for which said dividend
is paid to its surplus fund until the same shall amount to 25 per
cent of its capital stock.

28. Limiting the Real Estate Holdings of a Trust Company for
Business Purposes, and Investments in Furniture and Fixtures.
This act adds to the present law, section 41, chapter 172, a provision
that the amount invested in the securities of any corporation, trust
or other organization which holds real estate in whole or in part,
used or intended for use, by the trust company, shall be included as
part of the amount invested in real estate as defined by said section
41. It also limits to 10 per cent of the capital and surplus the
amount which may be invested in furniture and fixtures, exclusive
of vaults, except with the written approval of the Commissioner.
It provides, further, that the amount invested in vaults, together
with the amount invested in furniture and fixtures, when such office
is situated in leased quarters, shall not exceed a certain per cent of
the capital and surplus except with the written approval of the
Commissioner of Banks, the definite limit to be made by the Legis-
lature in its discretion.

29. Relating to the Investment of Funds in a Trust Company.
Sections 33 and 34 of chapter 172, relating to the investment of
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funds of trust companies, are not clear. This act is intended to clar

30. Relating to Audits of Trust Companies. This act provides
that the examination committee of a trust company shall cause to
be made by a public accountant, approved by the Commissioner of
Banks, a thorough examination and audit of the assets and liabili-

;es of the corporation, including those of its trust

which would eliminate the possibility of an incompetent committee
endeavoring to make an audit, as has been done. It also relieves
the Commissioner of Banks from making audits in trust companies

and savings banks.
1. To provide a General Penalty for V iolation of the I

to Trust Companies. This measure provide npn

or both, for the violation of an;
alty is left for thea penalty is not expressly provided. T

Legislatu
JLimiting Interest Paymentst

Comvanies and in Savings Banks. xhis measure p.
that the rate of interest on deposits in savings banks, or in the

avings departments of trust companies, shall not exceed the ra

of 4 per cent per annum while there are losses or bond depreciatic
equal to or in excess of the undivided profits, exclusive of the gua

penalty for violation of a nne of not moreanty fund. It provi
than five yearsthan $5,000 or by imprisonment for not more

both, and extends this penalty to cover payments of unearnedpay

banking laprovided in the general banking laws.
mirp. the BonAina of Officers and Employees of i33. To require the Bonding of Officers ana employees u/

Companies. This act provides for the election of the officers of a

trust company, and provides, also, for the bonding of all officers and
employees in such form and amount as required by the directors,

the amount of suchgiving the Commissioner authorit to increa

bonds if, in his judgment, the amount is insufficient
g Laics. —This act34. To remove a Confliction in the Trust Compa

repeals section 21 of chapter 167 of the General Laws, which is not
only obsolete but is in conflict with section 35.

Respectfully submitted,

JOSEPH C. ALLEN,

se sectior

Commissioner of Bank


