
State House, Boston, December 3, 1929.

To the General Court of the Commonwealth of Massachusett;

In accordance with the provisions of section 33 of
chapter 30 of the General Laws, as amended by section
43 of chapter 362 of the Acts of 1923, copies of the rec-
ommendations for legislation to be contained in the
annual report of this Department (Pub. Doc. No. 8) are
submitted herewith, together w Tith a draft of the bill
embodying the legislation recommended. These drafts
have been submitted to the counsel for the House of
Representatives, as required by law.

ROY A. HOVEY,

No. 1HOUSE

Cije Commontoealtl) of egaggacinisetts

Commissioner of Banks

Department of Banking and Insurance,
Division of Banks and Loan Agencies,
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1. Relative to the Composition of Reserves of

Trust Companies.

The statute which provides that a portion of a reserve
of a trust company may consist of balances due from
reserve agents limits such agents to national banks doing
business in this Commonwealth, New York City, Albany,
Philadelphia and Chicago, the Federal Reserve Bank of
Boston, and trust companies in Boston authorized so to
act. There has been no change in this provision for many
years, and during recent years the banks which might
qualify under the present provisions have been con-
stantly decreasing in number. Several of the national
banks which acted as reserve agents have been con-
verted into State-chartered banks, and are thus debarred
from acting as such agents. They have retained their
membership in the Federal Reserve System, however,
and there appears to be no good reason why they should
not be permitted to continue to act as reserve agents.
There are also other trust companies, members of the
Federal Reserve System, which appear to be equally well
qualified to act in this capacity. In view of these changes,
together with the improvement in the means of com-
munication and the general expansion of interstate and
intersectional business, it is evident that the provisions
of the statutes relating to the qualification of reserve
agents may well be broadened to provide for an increase
in the number of such agents. The provisions of the
accompanying bill seek to allow our trust companies to
use for reserve purposes members of the Federal Reserve
System which are located in this Commonwealth, re-
serve cities located in the second, third and fourth dis-
tricts, and central reserve cities.

RECOMMENDATIONS.
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2. Relative to Surety Bonds covering Officers
and Employees of Co-operative Banks.

To clarify the present law which was intended to allow
co-operative banks the benefits of the so-called bankers’
blanket bond in substitution for a personal bond, it is
recommended that the law be further amended to remove
the necessity of requiring a personal bond in addition
to the blanket coverage.

3. Relative to the Establishment and Mainte-
nance of Reserves by Co-operative Banks and
the Issuance of Matured Share Certificates.

A very large portion, more than 92 per cent, of the
funds of all co-operative banks is invested in long-term
real estate loans. Several factors in the present-day
conduct of business of co-operative banks make it es-
sential that the statutes regulating the investment of the
assets be amended to require that a certain proportion
be so invested as to provide at all times a reserve of
readily available resources to meet the demands of share-
holders. The general practice of paying withdrawals
on demand and without notice, together with the rapid
increase in the amount of matured and paid-up share
certificates, which amount now to one-third of the total
liabilities to shareholders, makes an amendment of this
nature desirable. It is recommended, therefore, that all
co-operative banks be required to establish and main-
tain a reserve in liquid assets as indicated above, and
certain other provisions be made consistent therewith.

It is the uniform custom, in all co-operative banks
which allow shares to remain after maturity, to issue
certificates to the holders of such shares instead of
entering them on the pass book. This method is pref-
erable to the statutory provisions, and is similar to the
practice of issuing certificates representing paid-up
shares. It is recommended, therefore, that the law be
changed to conform to other provisions of the statutes
and to the general practice.




