
No. 11HOUSE

*

the Commissioner of Banks,
Building, Government Center,

Office
•TATE (

;t, Boston 02202, November 6, 1968.100 Cams

The Honorable John F. X. Davoren, Secretary of the Commonwealth, State
House, Boston, Massachusetts 02133.

Dear Mr. Davoren: In compliance with sections 33 and 33A
of Chapter 30 of the General Laws, as amended, I have the honor to
submit recommendations for legislation accompanied by drafts of
bills for consideration of the General Court.

Very truly yours,

FREYDA P. KOPLOW,
Commissioner of Banks.
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Reimbursement to the Commonwealth of the Cost of Ex-
amining and Supervising Banks and Licensing and Super-
vising Consumer Finance Companies and Certain other
Businesses.

The Commissioner of Banks has been asked by the Office of
ike the Division of Banks and
agrees with the concept. The
segments of supervised industry
aiding of the desirability of the

Administration and Finance to m
Loan Agencies self-sustaining and
matter has been discussed with all
and there seems to be an understi
objective.

examinations were last set byThe charges to banks for their
statute in 1958 and at present do not reflect the fact that the in-
tricacies of the examination procedure have greatly increased with
the expansion of the banking industry and automation.

During the last ten years the costs of bank examinations and
administration of the division have risen to a point far beyond that
which can be accommodated by the present reimbursement schedule.

Similarly, the license fees assessed to consumer finance agencies
are insufficient to sustain the cost allocated to their supervision.
Consumer finance licensees heretofore have not been charged for the
cost of the periodic investigation of their affairs.their affairs.

In the accompanying drafts of legislation I seek statutory author-
ity to impose charges in the supervised areas commensurate with the
costs involved in discharging the statutory responsibilities of the
division.

Credit I NION

In 1961 the Massachusetts Credit Union Share Insurance Corpo-
ration was created through the enactment of chapter 294 of the acts
of that year, membership on the part of state-chartered credit
unions being permissive rather than mandatory. A draft of legis-
lation submitted herewith will require our uninsured credit unions to
become insured by the aforesaid corporation no later than July 1,
1971. Presently, 231 out of 415 credit unions have their deposits

and shares insured in full by the corporation.
Deposits in savings banks and co-operative banks have been

required to be insured in full since 1934. Otheu banks have the
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protection of insurance up to $15,000 per deposit through the
Federal Deposit Insurance Corporation or the Federal Savings
and Loan Insurance Corporation.

I strongly recommend that insurance be made mandatory for
the protection of thousands of Massachusetts citizens who are share-
holders or depositors in state-chartered credit unions.

The section of the law pertaining to collateral loans made by
state-chartered credit unions was amended in 1966 to authorize such
loans to be made by credit unions having assets of $lOO,OOO or more

jg in amounts not exceeding $3,500 or 1 per cent of assets, whichever
is the greater. Examinations of some credit unions have disclosed
the need to place a limit on the 1 per cent standard, and a draft of
legislation to set a maximum limit of $12,000 thereon is appended
hereto.

Chapter 265 of the acts of 1968 provided for disclosure by savings
banks, trust companies and co-operative banks relative to interest
paid or not paid on deposits in Christmas Club, Vacation Club and
Tax Club accounts. Credit unions are authorized to offer such
accounts to their members and it was through inadvertence that
they were not brought into the purview of the new law. I am
submitting a bill to correct the omission.

List of Legal Investments for Savings Banks
Bond issues of public utility companies and industrial companies

may be exempt from registration with the Securities and Exchange
Commission if they are not sold to the public but are placed privately
■with a limited number of investors. These issues which are held
privately, as well as issues which for other reasons are not available
to banks for investment, have been, historically, omitted from the
List of Legal Investments for Savings Banks.

I propose legislation to make it clear as a matter of law that the
Commissioner of Banks shall have the discretion to make such
omissions.

I
Consumer Financi

Last year in House, No. 7 there was a recommendation that theCommissioner of Banks be given the right and duty to investigate
the affairs of a person believed to be engaged illegally in the business
of lending money. The Commissioner has similar investigatory
powers in other areas of consumer finance. In the accompanying
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draft of legislation, authority is again sought for inquiry into the
activities of any person or company allegedly making consumer
loans in violation of chapter 140, General Laws, sections 96—114A,
mcmsivc

Chapter 255 C of the General Laws governs the business of
insurance premium finance agencies and the charges for financing
premiums. The law does not limit the charges for group credit life
insurance or health and accident insurance in connection with
nsurance premium finance agreements, as is the case in other

consumer finance statutes, and it is desirable to bring it into con-
formity with them.

The bill submitted herewith would make such protection available
to the public at reasonable cost.

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, it if 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
small loans law.

The draft of legislation I submit is patterned after the other
statutes and merits the consideration of the General Court.

During the 1968 session of the General Court, chapter 164 was
enacted which transferred a portion of section 134 of chapter 175,
General Laws, (the insurance statute), to chapter 140, General Laws,
(the small loans law). The language so transferred dealt with
credit insurance charges relating to small loans. Inadvertently,
chapter 164 did not make a clarifying or conforming change in

section 114 A of chapter 140, General Laws and a draft of legislation
submittt d herewith is intended to make a technical correction


