
SENATE .... No. 403

Executive Department,

State House, Boston; March 15, 1943

To the Honorable Senate and House of Representative

The Commissioner of Banks has submitted to me a
letter with a suggested draft of legislation, which is as
follows:

“In the sixty-five years of their existence our co-opera-
tive banks have established a record of safety unexcelled
by any type of financial institution of which we have
knowledge. Today they are believed to be stronger than
ever before. One element of their present strength is that
through the medium of their compulsory central fund and
share insurance they, in effect, place behind every single
share their combined resources of more than four hundred
million dollars.

“The principle of compulsory insurance of the full
amount of every share or deposit in every co-operative
or savings bank is a fundamental Massachusetts policy
not enjoyed by other similar insurance funds. It is a
principle which is well worth preserving, especially dur-
ing the war and post war uncertainties.

“Our co-operative bank share insurance has one weak-
ness which our savings bank deposit insurance does not
have, for, as the law now stands it is possible for any co-
operative bank by means of General Laws, Chapter 170,
section 50A, to withdraw from the system and take out
its proportionate part of the accumulated resources of
the central fund and share insurance fund. If any sub-
stantial number should so do, the entire structure would
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be correspondingly undermined, and, if even a single one
should do so, it would tend to unsettle the sense of security
now enjoyed by all.

“At the present time a bare majority of the share-
holders in any bank may exercise that privilege, and
neither the minority of the shareholders in that hank nor
the other one hundred and eighty co-operative banks
could do anything to protect themselves. Some of our
co-operative banks have many thousands of shareholders,
the overwhelming proportion of whom could not possibly
be intimately informed as to the issues or consequences
involved in such action-.

“For the duration of the war, and for a reasonable
period thereafter, it seems to me to be imperative that
this privilege of withdrawal should be suspended and that
even thereafter it should be so safeguarded as to prevent
hasty or ill-considered action on the part of one co-opera-
tive bank which might be injurious to the entire system.
In my opinion, the present situation constitutes a war
time emergency of such pressing gravity as to require
prompt legislative consideration.

“A suggested draft of legislation designed to make
effective the foregoing suggestions is appended hereto.

Very truly your:
(Signed) Joseph Earl Perry

Commissioner of

In these times of war and the uncertain period that is
bound to follow the war we must be constantly on the
alert to see that no element of weakness in our banking
system is tolerated.

I therefore recommend your prompt enactment of
legislation designed to cover the situation set forth in the

letter from the Bank Commissioner to me.

LEVERETT SALTONSTALL,
Gc
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In the Year One Thousand Nine Hundred and Forty-Three,

An Act relative to co-operative banks and the

INSURANCE OF SHARES THEREIN.

1 Whereas, The deferred operation of this act would
2 tend to defeat its purpose, which is to prevent im-
-3 pairment of the safety of co-operative bank shares,
4 therefore it is hereby declared to be an emergency
5 law, necessary for the immediate preservation of the
6 public convenience.

Be it enacted by the Senate and House of Representatives
in General Court assembled, and by the authority of the
same, as follows:

1 Section 1. Section fifty Aof chapter one hundred
2 and seventy of the General Laws, as amended by
3 section two of chapter one hundred and sixty-two
4 of the acts of nineteen hundred and thirty-eight, is
5 hereby further amended by striking out, in the fourth
6 line, the words “a majority”, and inserting in place
7 thereof the words: four fifths, —so that the first
8 paragraph will read as follows: Any corporation
9 mav convert itself into a federal savings and loan

10 association, or other federal agency of a like nature
11 if authorized by a vote of at least four fifths of all
12 the shareholders of such corporation, entitled to vote,
13 voting in person or by proxy at a meeting especially
14 called to consider the subject. Notice of such special
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15 meeting, containing a statement of the time, place
16 and the purpose for which such meeting is called,
17 shall be sent by the clerk of the corporation to each

18 shareholder thereof by mail, postage piepaid, at

19 least thirty days before the date of the meeting.

20 Notice of the meeting shall also be advertised three

21 times in one or more newspapers published in the

22 city or town in which the main office of the corporation

23 is situated, and if there be no such newspapei, then

24 in a newspaper published in the county where the

25 town is situated, the last publication to be at least
26 one day before the meeting.

1 Section 2. The privilege of conversion permitted

2 by said section fifty A shall not be exercised by any

3 co-operative bank during the existing state of war

4 between the United States and any foreign country,

5 or within two years after the termination of all existing
6 states of war.


