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To the Honorable Senate and House of Represen tatives *

In compliance with provisions of section 33 of chapter 
30 of the General Laws (Tercentenary Edition), as most 
recently amended by chapter 67 of the Acts of 1948, the 
Commissioner of Banks respectfully presents herewith 
such parts of the annual report of the Commissioner of 
Banks for the year 1949 as contain recommendations or 
suggestions for legislative action, accompanied by drafts 
of bills embodying the legislation recommended. These 
drafts have been submitted to the Counsel for the House 
of Representatives for advice and assistance as to the 
form thereof.

TIMOTHY J. DONOVAN,
Commissioner of Banks.
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RECOMMENDATIONS.
(As submitted in accordance with General Laws (Ter. Ed.), chapter 30, 

section 33, as amended by chapter 67 of the Acts of 1948.)

M i s c e l l a n e o u s  M a t t e r s .

1. Surrender of Charters.
For over two years the Department has had under 

consideration both federal and state laws under which 
banking institutions are organized, operated, supervised 
and dissolved. During that time pertinent legislation 
has been proposed and enacted both on the national and 
state levels. It has been the policy of the Department in 
its advocacy of legislation to respect the rights of stock
holders, shareholders and corporators to give voice and 
take such action which in their respective opinions is in 
the best interest of their institutions.

The preservation of the dual banking system where 
federally chartered institutions may compete side by 
side with state-chartered institutions, occasionally re
quires legislative checks and balances to assure equal 
opportunity. Our banking institutions are quasi-public 
organizations despite the investment of private capital 
in some instances. The organizational yardstick estab
lished by the Legislature that public convenience and 
advantage be promoted, in addition to innumerable 
statutory safeguards, attests to the fact that the Com
monwealth has an interest in preserving their existence 
in order to obtain the ends of their creation.

Accordingly their dissolution should be as much a 
matter of governmental policy as is their creation, main
tenance and supervision, and I recommend that when 
all other statutory provisions have been met, then the 
Board of Bank Incorporation, as the representative of 
the public interest in the creation of banking institutions,
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should likewise have the power to review any proposed 
change that might cause a charter to be surrendered.

The accompanying draft of legislation will accomplish 
this purpose.

2. Report of Bank Examinations.
While the statutes providing for the annual examina

tion of banking institutions by the Commissioner of 
Banks require that reports of such examinations be fur
nished to the supervised institution, with further pro
vision for exhibition by the Commissioner of Banks of 
such information, reports and statements as he deems 
best to divulge to other supervisory agencies, the con
fidential nature of the report of examination has not 
always been respected. While a fair interpretation of 
the statute indicates that the report should be a matter 
of interest only to the supervised institution and the 
Commissioner of Banks, it is clear that an express pro
hibition against its further use is necessary.

Accordingly I submit the attached draft of proposed 
legislation which will accomplish the purpose.

3. Reports of Irregularities.
Embezzlements in banking institutions by persons 

entrusted with the funds and property of others have 
long been covered by our state laws. There exists, how
ever, no express legal responsibility on the part of any 
one to report breaches of trust to persons representing 
the public interest.

The reluctance to disclose the breach of trust of an 
associate is understandable, but invariably leads to an 
inequitable execution of the laws of justice, with many 
attendant weaknesses.

I am strongly of the opinion that the public interest 
requires a more stringent review of unexplained short
ages and the placing of a duty for a report to proper 
authorities by those charged with the responsibility of 
caring for the funds of others.



The accompanying draft of legislation will accomplish 
this purpose.

4- Sale of Negotiable Checks.
As an adjunct to the cashing of checks for a fee by 

many business concerns, there has developed a practice 
of selling checks for a fee by business organizations and 
retail stores. Such checks take many forms similar to 
post office money orders and the so-called register checks 
on sale in banking institutions.

There exists no control or supervision of persons and 
organizations accepting moneys or deposits from mem
bers of the public in the manner of a bank. Study of the 
problem in its many phases, including the conduct of 
unauthorized banking business, branch banking and the 
lack of surety bonds by those accepting money from the 
public, prompts the recommendation that excepting 
banking institutions, those properly authorized to sell 
United States money orders and American Express Com
pany money orders and travelers’ checks, no person shall 
engage in the business, of selling checks, registered checks 
or money orders.

The accompanying draft of legislation will accomplish 
this purpose.

5. Deposits for Transmission Abroad.
The 1949 Legislature amended section 1 of General 

Laws, chapter 169, by the passage of chapter 64, thereby 
modernizing the statute controlling persons who accept 
deposits for transmission to foreign countries.

In order to further clarify this law I recommend an 
additional change which is intended to exclude certain 
banking institutions now supervised by the Commis
sioner of Banks under chapter 167.

Trust Companies.

6. Elimination of Tax.
For a number of years each state-chartered trust com

pany maintaining a savings department has been re
quired to pay to the Commonwealth an annual tax of
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one half of one per cent of its average savings department 
deposits. This tax is not imposed on other types of 
commercial banks, and because of this fact places an 
inequitable burden on our state-chartered institutions.

In fairness to those institutions chartered by the Com
monwealth and under the supervision of the State Bank
ing Department, it seems unfair that they be obliged to 
pay taxes not imposed on their competitors, and accord
ingly I recommend the removal of this tax.

While the aggregate amount paid to the Commonwealth 
each year under this tax is not large, it is an irritant in 
that it singles out one class of commercial banks.

The accompanying draft of legislation will accomplish 
the purpose.

Savings Banks.

7. Investments.
The 1949 Legislature amended clause first of section 

54 of chapter 168 through the enactment of chapter 719. 
This was an act proposed by the members of the savings 
bank industry seeking clarification of said clause first.

In order to further clarify subsection (h) of this act I 
am submitting the attached legislation.

Conclusion.
The requirement in section 9 of chapter 167 of our 

General Laws, that the Commissioner of Banks annually 
report to the General Court such suggestions relative to 
the general condition and conduct of the banks under the 
supervision of the State Banking Department as the 
public interest may require, prompts the statement that 
the Department is currently continuing its study of 
several matters, each of which may require legislative 
enactment of new laws or amendments to existing statutes.

If completion of our studies confirm the need for legis
lation on time to do so, the proposals will be submitted 
by the writer before the first Wednesday of December 
of this year. If not, then permission will be sought to 
supplement these recommendations through a special 
report and drafts of legislation at a later date.
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