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OFFICE OF THE COMMISSIONER OF BANKS
LEVERETT SALTONSTALL BUILDING, GOVERNMENT CENTER,

100 CAMBRIDGE STREET, BOSTON 02202, NOVEMBER 6, 1974.

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

Dear Mr. Secretary: In accordance with the provisions of
sections 33 and 33A of Chapter 30 of the General Laws, as
amended, recommendations for legislation are submitted, accom-
panied by drafts of bills embodying the legislation recommended for
consideration of the General Court.

The drafts have prior to this time been submitted to legislative
counsel and received approval as to the form thereof.

Very truly yours

FREYDA P. KOPLOW,
Commissioner of Banks.

®!jc Commontoealtt) of f^aiiacijuettti
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RECOMMENDATIONS

GENERAL.

1. AN ACT RELATIVE TO DEPOSIT ACCOUNTS IN BANKS AND CREDIT
UNIONS.

A depositor or shareholder having funds in a bank or credit union
is often upset upon discovering that the financial institution witf;,
which he has a customer relationship has transferred funds from one
of his accounts in the institution to another account unbeknownst to
him. In some instances, for example, an unintentional error on the
part of a customer can result in checks being returned to him
marked “insufficient funds” causing a flurry of activity involving
payees to whom checks were drawn against what was thought to be
a true balance. The draft of legislation proposed herewith would
require written notice to a depositor or shareholder upon any such
transfer of funds, thus alerting him to his actual balance or balances
in the financial institution.

2. AN ACT REQUIRING THE REPORTING OF THE BORROWINGS BY

OFFICERS, DIRECTORS AND TRUSTEES OF BANKS AND CREDIT
UNIONS TO THEIR EMPLOYERS.

It appears desirable that bankers be required to report to their
own boards of directors or trustees relative to their personal
borrowing from sources other than their own bank. Management
thus informed would be in a position to evaluate an individual
situation and make executive determinations in the light of facts
disclosed by the semi-annual written reports sought to be made
compulsory by the draft of legislation filed herewith.

3. AN ACT RELATIVE TO BRANCHES AND MERGERS OF BANKS ANgj
CREDIT UNIONS.

For some years much thought has been given to the question of
the adequacy of our present statutes, which impose the “county line”
rule upon branching and mergers of banks and credit unions. In
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1972 a special legislative commission was established to study this
entire subject matter. Pending the final recommendations of the
special commission, 1 am submitting herewith a bill which 1 believe
represents one realistic approach to the solution of a perplexing
problem. The bill contains a three-phase plan which will lead to
statewide branching and mergers by 1982.

4. AN ACT RELATIVE TO THE PAYMENT OF TIME DEPOSITS PRIOR TO
MATURITY BY A TRUST COMPANY.

Since 1968 the trust company law of Massachusetts has provided
that in the event of an emergency where it is necessary to prevent
great hardship to a depositor, a trust company may pay a time
deposit or a portion thereof to him before maturity or without a
thirty day written notice, if the board of directors is satisfied by a
written statement from its customer that an emergency truly exists.
Trust companies are subject to Regulation Q of the Board of
Governors of the Federal Reserve System, and that regulation does
not require a written statement from a depositor as a condition
precedent to an emergency withdrawal. An accompanying draft of
legislation will render our state statute inapplicable if such a
withdrawal is governed by federal law or regulation.

5. AN ACT TO AMEND THE LAW RELATIVE TO THE ACQUISITION OF

CERTAIN STOCK OF TRUST COMPANIES.

Chapter 167 A of the General Laws presently requires the
approval of the Board of Bank Incorporation before certain
acquisitions of stock of a commercial bank may be carried out by a
bank holding company. However, there is no limitation on
acquisitions by individuals, nor is there any limitation on certain
“one-bank holding company” acquisitions by business entities, 1
submit herewith a bill which would require an individual about to
acquire twenty per cent of the stock of any one trust company to
obtain the approval of the commissioner of hanks before such
acquisition.

TRUST COMPANIES.
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6. AN ACT RELATIVE TO INVESTMENTS OF SAVINGS BANKS.

There are times when a savings bank will have investments in its
portfolio which are not eligible for placement on the savings bank
legal list. Such securities should be disposed of at a time appropriate
to market conditions. The draft of legislation proposed herewith
would empower a commissioner of banks to require such
divestiture.

AN ACT RELATIVE TO THE LIQUIDITY RESERVE OF CO-OPERATIVE
BANKS.

It is required by law that a co-operative bank must maintain a
liquidity reserve in order to meet requests for withdrawals of
deposits, respond to applications for loans and fulfill its obligation
to make regular remittances to municipalities of the tax excrow
monies collected from mortgagors. The bill filed herewith will add
as a legitimate component of a bank’s liquidity reserve stock of the
Federal Home Loan Bank. Such addition will be an inducement for
a co-operative bank to obtain and retain membership in the Federal
Home Loan Bank system and be eligible to participate in current as
well as future federal home loan mortgage programs.

8. AN ACT REQUIRING CERTAIN GRANTORS OF CONSUMER CREDIT TO
FILE A NOTIFICATION WITH THE COMMISSIONER OF BANKS.

At least ten states of the Union have adopted legislation requiring
notification by all grantors of consumer credit with appropriate
state agencies and the payment of a nominal fee at the time of each
annual notification. The legislation sought by me would not require
notification from banks, credit unions or those licensed by the
commissioner of banks for the purpose of engaging in consumer

SAVINGS BANKS.

CO-OPERATIVE BANKS.

CONSUMER FINANCE.
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credit transactions. The small annual fee suggested would help
defray the cost of examining others for compliance with our truth-
in-lending law and regulations. At present it is impossible to
ascertain the identities of all the grantors of credit who are subject
to the truth-in-lending law and the regulations promulgated
pursuant thereto. A draft of legislation submitted herewith would
produce the desired result.

9. AN ACT REQUIRING REGISTRATION WITH THE COMMISSIONER OF

BANKS FOR THE SALE OF SECURITIES BY SMALL LOAN COMPANIES.

Chapter 694 of the Acts of 1972 repealed former Chapter 110 A of
the General Laws and inserted a new Chapter 110 A entitled
“Uniform Securities Act”. The former chapter required small loan
companies to register with the Securities Division of the Com-
monwealth as well as obtaining permits from the commissioner of
banks prior to the issuance of any securities to the general public.
The new Uniform Securities Act exempts small loan companies
from registration with the Securities Division and no longer requires
them to obtain a permit from the commissioner of banks. In some
instances citizens of this Commonwealth have lost substantial sums
of money on securities purchased from a few small loan companies
when the latter went into bankruptcy. 1 am of the opinion that
safeguards should be re-established and I herewith propose
legislation which would require registration with the commissioner
of banks for the sale of securities by a foreign or domestic
corporation licensed under Section 96 of Chapter 140 of the General
Laws, which is the pertinent section of our small loans law.

10. AN ACT ESTABLISHING INVESTIGATION FEES FOR RELOCATIONS OF
OFFICES OF CERTAIN OFFICES OF LICENSEES SUPERVISED BY THE
COMMISSIONER OF BANKS.

In recent years there has been increased activity in the changing of
locations of licensees. Whenever a request for a change of location is
requested it requires assigning an examiner to conduct an
investigation of the proposed location and surrounding area similar
to one which is conducted for a new applicant. The statutes do not
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permit the charging of a fee for this investigation whereas there is a
J5O investigation fee for a new applicant. It would appear
reasonable to file legislation to establish an investigation fee for any
such change of location, and the draft appended hereto seeks the
objective.

11. AN ACT IMPOSING PENALTIES FOR FAILURE TO FILE CERTAIN
REPORTS WITH THE COMMISSIONER OF BANKS. ,t

All consumer finance and collection agency licensees are required
to file annual reports with the commissioner of banks which are
based on calendar years and must be filed by a stipulated date in the
subsequent year. On many occasions licensees are late in filing their
reports which often results in a delay in the preparation of the
consolidated reports required to be prepared to reflect the activity of
the industry. In the general banking laws of the Commonwealth
daily late charge penalties can be found which relate to late filing. A
draft of legislation to cure an inequity and ease the administrative
burden is among my recommendations.

12. AN ACT LIMITING THE CHARGES FOR CREDIT LIFE AND CREDIT

ACCIDENT AND HEALTH INSURANCE FOR CERTAIN LOANS.

The maximum premium charge for credit life and credit accident
and health insurance written in connection with virtually all
consumer credit transactions is established by statute. In addition,
the law also provides for an appropriate refund of unearned
premiums in the event of prepayment of the transaction and
payment of a claim in the event of the death of an insured. There are
certain consumer credit transactions not governed by the aforemen-
tioned statutory provisions in conflict with the consumer protection
policies of the Commonwealth. A draft of a bill making the the„
necessary corrective change is submitted herewith. *

13. AN ACT MAKING CHANGES IN THE LAW RELATIVE TO

CANCELLATION OF CERTAIN CONTRACTS CONSUMMATED AT A

PLACE OTHER THAN THE SELLER’S PLACE OF BUSINESS.
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The Federal Trade Commission issued a regulation which became
effective in June of this year relative to a “cooling off’ period and
the cancellation of contracts resultant from door to door sales. The
regulation contains provisions which are more strict in a few
respects than the provisions of applicable Massachusetts statutes.
The differences have caused problems for creditors in that they must
print two notices on consumer contracts, one as required by the
law of the Commonwealth and another as required by the Federal
Trade Commission. 1 submit legislation designed to conform
Massachusetts statutory law to federal regulation and thereby avoid
unnecessary and confusing notification of cancellation rights.



fc
V


