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To the Honorable Senate and House of Representative

In compliance with sections 33 and 33A of chapter 30, General
Laws, as amended, I have the honor to submit, herewith, recom-
mendations for legislation accompanied by drafts of bills for your
consideration.

JOHN B. HYNES,
Commissioner of Banks.
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In the last session, I filed a bill seeking the enactment of a usury
law. By so doing, I followed the action of three of my predecessors,
all of whom had sought to accomplish this objective in the years
since 1954. While in that latter year governmental supervision of
loans was only up to $3OO, it has since been enlarged, by legislative
acts, so that today we supervise loans up to $3,000. We have also
entered other fields, such as second mortgage lending, in a some-
what limited manner, and that of retail installment sales on time.
We still lack, however, a usury law, and, as I stated last year,
Massachusetts is but one of four states in the Union which does
not have a general usury statute. I intended to file such a bill
again this year, but I have been informed that the Consumers’
Council has filed legislation seeking the abolition of the Small Loans
Regulatory Board and supervision of loans by the Banking De-
partment up to $lO,OOO. This, in my opinion, would accomplish,
for all practical purposes, the objectives which ordinarily v/ould
be sought in usury-type legislation. For that reason, therefore, I
have decided not to file a usury bill this year but to support the
principles contained in the recommendation of the Consumers’
Council.

During the drafting of the Retail Installment Sales bill (Chap-
ter 284 of the Acts of 1966), several sections of Chapter 255 were
repealed as being no longer necessary. One of these required at
least 30 days’ notice by a lender of money as a condition precedent
to foreclosure on household furniture. I believe that the public
interest was adversely affected by the repeal of this section and I am,
therefore, submitting legislation to reinsert it in Chapter 255.

There are three areas pertaining to the loan of money which in
my opinion need correction. The Supreme Judicial Court in Com-
monwealth vs. Security Accepta?ice Corporation (1966 Mass. Adv. Sh.
125) determined that a tie-in transaction where a sale is made and
the seller also makes a loan of money to the buyer for the purpose
of paying off an existing indebtedness did not constitute a contract
subject to the provisions of the Small Loans Act (Sections 96-114A,
Chapter 140, G. L.). This finding, in my opinion, contravenes the
legislative design which appears to envisage full coverage of all
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loans in the field between $O-$3,000. I am, therefore, submitting
legislation which will clearly make such a tie-in transaction subject
to the provisions of the Small Loans Act.

Section 20 of Chapter 255 C of the General Laws authorizes in-
surance premium finance agencies to assess a minimum charge of $1
in those cases where the borrower’s payment is deferred. Our
examinations of these agencies have demonstrated beyond question
that this right has been abused. Therefore, lam of the opinion that
this legislative authority ought to be repealed. A bill accomplishing
this objective also accompanies these recommendations.

% Chapter 2558 of the General Laws governs the sale of motor ve-
hicles on time and the charges made when one borrows money for
such purpose. This legislation does not limit the charge for group
credit life insurance to 500 per $lOO per annum, as is the case in
other areas of the law governing the lending of money. The draft
of a bill to correct this oversight is submitted with these recom-
mendations.

About two years ago, a licensed pawnbroker in the city of Boston
was burglarized, resulting in the loss of several valuable articles de-
posited in pawn. There is no statutory requirement that such ar-
ticles be insured against fire, theft or other loss nor is there a re-
quirement that the borrower be informed of the fact that his articles
are not insured. The losses sustained in this situation resulted in
grievous harm to those victimized and it, therefore, becomes a
matter for legislative concern. I am, thus, submitting a bill which
will require to be printed in 12-point boldface type on the pawn
ticket or receipt the fact that such articles are not insured, if such
be the case, and that the pawnbroker post such a notice conspicu-
ously in his licensed premises.

For some considerable period of time, there have been two areas
which have been of concern to me, as the Commissioner of Banks,
relative to my supervision. The first deals with the person who
broadcasts information concerning the affairs of a bank which could
threaten its solvency while the second deals with the employment

§ or appointment of a person to act as employee, director, or trustee
of a bank who has been convicted of a criminal offense involving
dishonesty or breach of trust. Two bills dealing with these subjects
are being filed herewith.

The Commissioner of Banks receives a salary of $15,000. There
Aare in the Commonwealth currently 250 (more or less) salaried posi-
tions in excess of $15,000 which positions may be found in the gen-



1 HOUSE No. 2 [Jan. 1967.

era! salary schedule. Few, if any, can compare, in my opinion, with
the duties imposed upon the Commissioner of Banks who deals with
and supervises the most sensitive area of our economy. Massachu-
setts has the second largest state banking system in America super-
vising almost 2,100 units with total banking and trust assets in
excess of twenty-six billion dollars. Ido not believe that a man
should be asked to assume the major responsibilities incumbent
upon him as Commissioner of Banks for less than $20,000 annually
and I am, therefore, submitting legislation to accomplish this ob-
jective.

Currently, the statute requires all co-operative banks to file
copies of surety bonds with the Commissioner of Banks. We be-
lieve this to be unnecessary in the computerized age which we are
now entering and legislation is attached herewith to make such fil-
ing unnecessary.

The tight money market has resulted in a visible scarcity of
money available for home mortgages in the Commonwealth. The
statute now limits the amount that may be invested by savings
banks in real estate mortgages to 85 per cent of deposits. I believe ,
that in the current market it would be in the public interest to
crease to 90 per cent such limitation; provided, that such additional
funds are invested in home mortgages only. lam filing legislation,
attached to these recommendations, to alleviate this condition at
the request of the Savings Bank Industry but with my acquiescence
thereto.
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