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C h e  C o m m o n t o e a lt h  o f M a s s a c h u s e tts

C o m m iss io n e r  o f  B a n k s , O f f ic e  o f  th e  
St a t e  H o u s e , B o sto n  33, December 1, 1946.

To the Honorable Senate and House o f Representatives o f the Common
wealth of Massachusetts in General Court assembled.

In compliance with the provisions of section 33 of 
chapter 30 of the General Laws (Tercentenary Edition), 
as most recently amended by section 6 of chapter 292 of 
the Acts of 1945, the Commissioner of Banks respectfully 
presents herewith such parts of the annual report of the 
Commissioner of Banks for the year 1946 as contain rec
ommendations or suggestions for legislative action, ac
companied 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 Bonks.
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RECOMMENDATIONS FOR LEGISLATION.

(As submitted in accordance with General Laws (Ter. Ed.), chapter 
30, section 33, as amended by section 6 of'chapter 202 of the Acts of 
1045.)

Savin g s  B a n k s .

Mortgage Investments.

The experiences of some of the savings banks of the 
Commonwealth during the depression years of 1930 to 
1940, particularly with respect to their larger loans, has 
given reason for the feeling that our Savings Bank Invest
ment laws might well be strengthened by incorporating 
therein some limitation upon the percentage of a bank’s 
assets that may be invested in a mortgage upon one estate. 
Because a study of this problem is currently being made 
by disinterested experts, retained for this purpose by these 
banks through their state association, I have deemed it 
advisable to delay any recommendation with respect 
thereto until the results of this study may be known, 
rather than to risk putting a new obstacle in the way of 
those who anticipate that when materials for building 
again become readily available these banks will need 
every reasonable freedom of investment if they are to play 
their proper part in providing the new housing our Com
monwealth so seriously requires. If the study mentioned 
can be concluded at a date sufficiently early, I, or the 
members of this industry, or both, will submit definite 
recommendations with respect to this subject in time for 
action by the current session.

I n t e r n a t io n a l  B a n k  eo r  R e co n str u c tio n  an d  
D e v e l o p m e n t .

Shortly after the United Nations Monetary and Finan
cial Conference at Bretton Woods ended, and published 
the articles of agreement there concluded, interest on the
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part of savings banks in the obligations to be issued by or 
through the International Bank for Reconstruction and 
Development has been increasingly evident. In late 
months these obligations, and the possibilities they may 
afford for the investment of the very substantial backlog 
of thrift money currently being held by our savings banks 
have been the subject of many discussions at group meet
ings of members of the industry. I have not, however, 
seen a sufficient interest in these possible investments to 
warrant the conclusion that there would be any utilization 
of a law permitting these banks to invest without limit in 
such obligations, and because in my opinion our present 
clause 15C of General Laws, chapter 168, section 54, will 
give the banks all the latitude of investment they are 
likely to currently need or seek, I am purposefully defer
ring any recommendation for legislation concerning these 
investments until a greater need therefor is apparent.

C o- o pe r a t iv e  B a n k s .

1. Conversions.
The uncertainties of the current period of attempted 

readjustments, the desirability of preserving the present 
dual system of thrift banking and home financing, the 
advantages that must be apparent in synchronizing any 
permanent policy of state legislation respecting conver
sions with national legislation thereon, including that of 
insuring more equal rights of admissions and withdrawals 
between the systems, all seem to me as they have to my 
immediate predecessors to warrant a further continuance 
of the present prohibition of the conversion of co-operative 
banks into institutions under federal charters. I am, 
therefore, recommending that the second section of chap
ter 235 of the Acts of 1943 be continued in effect for one 
more year.

2. Definitions.
Although they have been familiar to conveyancers and 

attorneys, as well as co-operative bankers, for seventy 
years, our law has never defined “ co-operative bank mort-
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gages,”  or distinguished such mortgages from other mort
gages. This is no doubt due to the fact that until 1935 a 
co-operative bank made mortgage loans only in such 
form. The newer “ direct reduction” mortgage, as it is 
called, is specifically defined in the section of the law 
which authorizes such loans.

So that there may be no confusion between the two 
types of loans that these banks are now writing, I recom
mend adding to chapter 170 of our General Laws a defini
tion of the older type of security agreement.

3. Limitation on Borrowers’ Liabilities.
Our co-operative bank statute provides limits on the 

amounts that one person may borrow from such a bank, 
either on direct reduction mortgages or on co-operative 
bank mortgages, or both. Currently there is a provision 
for excepting from the limit on direct reduction loans 
mortgages covering premises which have been sold by the 
borrower, while there is no similar exception with respect 
to premises subject to co-operative bank mortgages which 
have been sold. The accompanying draft of legislation 
will provide a similar exception with respect to the co
operative bank mortgage.

4. Branch Offices of Co-operative Banks.
For many years the co-operative banks of the Common

wealth have been able to enjoy only limited branch office 
privileges. Their statute permits only of the establish
ment of depots for the collection of moneys due the banks. 
In this respect our law has not kept pace with changing 
conditions.

The development of new neighborhoods, frequently 
fairly remote from the original business centers of our 
cities and towns, has prompted many of our co-operative 
bankers to seek authority to establish full-time and com
plete service branches in these new centers, the better to 
serve our shifting population. I am, therefore, recom
mending that these banks be given a branch office power
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similar to that which has been enjoyed by savings banks 
for many years.

We have not heretofore had any machinery for moving 
the main office of a co-operative bank from the town in 
which it was chartered to some other point. 1 anticipate 
that the same shifts of population which warrant a broader 
branch office privilege may make it advisable, in proper 
circumstances, to move the main office of the bank. The 
accompanying draft of legislation is designed to permit of 
such action, and also to provide for all-service branch 
offices.

T ru st  C o m p a n ie s .

5. Inter department Transfer of Assets.
Our trust company law imposes in section 30A of Gen

eral Laws, chapter 172, certain restrictions upon the trans
fer of assets from one department of a trust company to 
another. When originally enacted this section did not 
apply to certain transfers which were regulated by other 
sections of said chapter. In an amendment adopted a 
few years ago to section 54, which prior thereto had cov
ered both trust funds in the trust department and trust 
funds deposited in the commercial department of a trust 
company, the provisions respecting trust fund deposits in 
the commercial department were separated from the re
mainder of the section and made a new section, 54A. An 
examination of chapter 172, section 30A and sections 54 
and 54A, will make it apparent that the reference in the 
final sentence of section 30A to section 54 should be to 
section 54A. Legislation to make this correction is sub
mitted herewith.

t5. Trust Company Investments in Banking Offices.
Under our present law governing the investments that 

trust companies may make in real estate for banking pur
poses there is no provision for bookkeeping deductions 
from such investments in the way of depreciation, charges 
for obsolescence or amortization of such investments. Be
cause there is no provision for re-employment for bank
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office purposes of the amounts that should be considered 
released for re-investment through such charges, there is 
little incentive to amortize such investments or reduce 
the book value thereof. I recommend that our law be 
changed so that amounts equal to the annual charges for 
depreciation which are allowed under the federal tax 
laws, and such other charges as the commissioner may 
approve or direct, together with any amounts that may 
come to the banks through actual sales or takings of their 
premises, be considered to be released for re-investment 
in the corporation’s discretion. The accompanying bill 
is designed to effect this change.

7. Morris Plan and Similar Companies.
In 1946 banking companies (subject to General Laws, 

chapter 172 A) were authorized, in stated circumstances, to 
accept deposits subject to withdrawal by check, and sev
eral of these companies have availed themselves of this 
new power. In this respect the operations of these com
panies approximate those of trust companies and I there
fore feel that the restrictions upon their investments of 
deposits should more closely approximate those restrict
ing trust company investments of deposits.

At present there is in chapter 172A a rather broad ex
ception to the items that must be considered in deter
mining the limit on the amount that may be loaned one 
borrower by a Morris Plan or similar company, one much 
broader than the comparable exception in the trust com
pany law. I recommend that the exception in chapter 
172A be restricted to discounts or purchases of commercial 
paper of a readily salable nature, as is the case with re
spect to trust companies, and have drawn the accompany
ing suggestion for legislation accordingly.
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