
Senate, March 2, 1938.

The committee on Banks and Banking, to whom was
referred the petition (accompanied by bill, Senate, No.
377) of William P. Husband, Jr., Commissioner of
Banks, for legislation relative to the supervision of cer-
tain corporations by said commissioner, and related mat-
ters, report the accompanying bill (Senate, No. 408).

For the committee,

JOSEPH R. COTTON.

. No. 408SENATE

C6e Commontoealtf) of €©ass:ac&usetts



[Mar,SENATE - No. 408.2

In the Year One Thousand Nine Hundred and Thirty-Eight.

An Act relative to the supervision of certain cor-
PORATIONS BY THE COMMISSIONER OF BANKS, AND

RELATED MATTERS.

1 Section 1. Chapter one hundred and sixty-seven
2 of the General Laws is hereby amended by inserting
3 after section thirty-six, as appearing in the Tercen-
-4 tenary Edition, the following new section:
5 Section 36A. Any corporation conducting the
6 business referred to in section one of chapter one
7 hundred and seventy-two A, whether or not such
8 corporation shall have been established as a banking
9 company under said chapter, shall be subject to the

10 supervision of the commissioner and the provisions
11 of sections four to eight, inclusive, and ten to four-
-12 teen, inclusive, of said chapter shall apply to such
13 corporation. It shall carry on only such business
14 and shall make only such investments as are author-
-15 ized thereby, and the holding and disposition of assets
16 not authorized as investments by section seven of
1 1 said chapter shall be governed by the provisions of
18 section seven A thereof. The rates of interest charged
19 on small loans made by any such corporation shall
20 not exceed those established by the commissioner

Be it enacted by the Senate and House of Repre-
sentatives in General Court assembled, and by the
authority of the same, as follows:
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21 pursuant to section one hundred of chapter one hun-
-22 dred and forty, but whenever any such corporation
23 shall have been established as a banking company
24 under said chapter one hundred and seventy-two A,
25 the rates of interest authorized by section nine of
26 said chapter shall apply. No such corporation or-
-27 ganized after January first, nineteen hundred and
28 thirty-eight, shall transact business in this common-
-29 wealth until it has received a certificate from the
30 board of bank incorporation as provided by section
31 two of said chapter one hundred and seventy-two A.

1 Section 2. Chapter one hundred and seventy-
-2 two A of the General Laws is hereby amended by
3 striking out section one, as appearing in section four
4 of chapter four hundred and fifty-two of the acts of
5 nineteen hundred and thirty-five, and inserting in
6 place thereof the following:
7 Section 1. Any corporation established under
8 chapter one hundred and fifty-six which has an un-
-9 impaired paid-in capital of not less than fifty thousand

10 dollars and is conducting or proposes to conduct
11 within the commonwealth the business of loaning
12 money on the Morris plan, so called, or upon any
13 similar plan, and in connection therewith receives or
14 proposes to receive deposits of money in one pay-
-15 ment or in instalments, upon certificates issued by
16 it, may be authorized to do the business of a banking
17 company in the manner and subject to the conditions
18 and limitations specified in this chapter; provided,
19 that no such corporation shall be authorized to do
20 such business in any city having a population of
21 more than three hundred thousand unless it has an
22 unimpaired paid-in capital of not less than two hun-
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23 dred thousand dollars, or in any city having a popu-
-24 lation of more than one hundred thousand but not
25 exceeding three hundred thousand unless it has an

26 unimpaired paid-in capital of not less than one hun-
-27 dred thousand dollars.

1 Section 3. Said chapter one hundred and seventy-
-2 two A is hereby further .amended by inserting after
3 said section one the following new section:

,4 Section IA. Subject to the requirements of sec-

-5 tion three any such corporation organized prior to
6 January first, nineteen hundred and thirty-eight,
7 which, prior to said date was conducting the business

.8 referred to in section one, may at a meeting duly
9 called for the purpose by a two thirds vote of each

10 class of stock outstanding, be authorized to carry on
11 the business of a banking company subject to the
12 conditions and limitations and with the powers speci-
-13 fied in this chapter, provided that a certified public
14 accountant, approved by the commissioner of banks,
15 in this chapter called the commissioner, shall have
16 filed with the commissioner a certificate attesting
17 that such corporation is in possession of the paid-in
18 capital required by section one and that the same is
19 unimpaired.

.1 Section 4. Section two of said chapter one hun-
-2 dred and seventy-two A, as so appearing, is hereby
3 amended by inserting after the word “corporation”
4 in the first line the following: organized after Jan-
-5 uary first, nineteen hundred and thirty-eight, —so
6 as to read as follows: Section 2. Any such cor-
-7 poration organized after January first, nineteen hun-
-8 dred and thirty-eight may at a meeting duly called
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9 for the purpose by a two thirds vote of each class of
10 stock outstanding authorize an application to the
11 board of bank incorporation, in this chapter referred
12 to as the board, for a certificate authorizing it to
13 carry on business of the character and in the manner
14 set forth in this chapter in a specified city or town
15 within the commonwealth. Such application shall
16 be made in writing by the president or the treasurer
17 in such form as the board shall approve. A notice of
18 such application and of the time fixed for a hearing
19 thereon, in such form as the board shall approve,
20 shall be published at least once a week for three suc-
-21 cessive weeks in one or more newspapers designated
22 by the board and published in or nearest to the city
23 or town in which the corporation proposes to carry
24 on such business. If the board after a hearing shall
25 determine that public convenience and advantage
26 will be promoted by the granting of the application
27 and that the corporation is in a sound and safe con-
-28 dition to carry on such business, it shall issue such a
29 certificate in such form as it shall determine.

1 Section 5. Said chapter one hundred and seventy-
-2 two A is hereby further amended by striking out sec-
-3 tion three, as so appearing, and inserting in place
4 thereof the following:
5 Section 3. Within thirty days after receiving a
6 certificate under the preceding section, or in the case
7 of a corporation referred to in section one A, after
8 action by its stockholders and the filing of the cer-
-9 tificate as provided in said section, the directors of

10 any such corporation may, without further vote of
11 its stockholders, by the procedure established by
12 section forty-three of chapter one hundred and fifty-
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13 six, so far as applicable, change its corporate name
14 by inserting therein the word “Banking” or the
15 words “Banking Company”. Upon such change of
16 name becoming effective such corporation may carry
17 on business under this chapter and shall thereafter
18 carry on no other business. Its corporate powers
19 shall thereupon be deemed to be amended accord-

-20 ingly. It shall not thereafter be subject to the re-
-21 quirements of sections forty-seven to fifty-one, in-
-22 elusive, of said chapter one hundred and fifty-six.
23 Thereafter all provisions of general law from time
24 to time applicable to the increase or the reduction
25 of the capital stock of trust companies shall apply
26 to such corporation. Thereafter no person shall be
27 a director of any such corporation unless he is a
28 stockholder of record holding unpledged stock therein
29 of an aggregate par value of not less than one thou-
-30 sand dollars, or, in case the stock of any such cor-
-31 poration is without par value, then the equivalent
32 thereof.

1 Section 6. Section four of said chapter one hun-
-2 dred and seventy-two A, as so appearing, is hereby
3 amended by striking out, in the second and third
4 lines, the words “of banks, in this chapter called the
5 commissioner”, —so as to read as follows: Sec-
-6 tion 4- Such corporation shall at such times as the
7 commissioner orders, but not exceeding five times
8 within a calendar year, and within ten days after a
9 day designated in the order, make return to the com-

-10 missioner, signed and sworn to by its president and
11 treasurer and not less than three of its board of
12 directors, showing accurately the condition of such
13 corpoiation at the close of business on the day desig-



SENATE —No. 408.1938.] 7

14 nated. Said return shall be in such form and shall
15 specify such items of the corporation’s assets and
16 liabilities as the commissioner shall prescribe. It
17 shall be published at such times and in such manner
18 as the commissioner shall direct by and at the ex-
-19 pense of such corporation in a newspaper published
20 in or nearest to the city or town where such corpora-
-21 tion is located.

1 Section 7. Section five of said chapter one hun-
-2 dred and seventy-two A, as so appearing, is hereby
3 amended by striking out the first paragraph and in-
-4 serting in place thereof the following:
5 Such corporation may receive deposits of money in
6 one payment or in instalments, upon certificates
7 which it may issue, fixing the amount received or to
8 be received thereon, the time and other terms of re-
-9 payment and the rate of interest to be paid. De-

-10 posits of money thus received shall be known herein
11 as certificate funds. No interest shall be specified
12 in any certificate or paid on any certificate funds in
13 excess of five per cent per annum, except with the
14 approval of the commissioner. No certificate shall
15 be issued for an amount less than fifty dollars and
16 the total amount of all certificates issued to any indi-
-17 vidual, estate, trust, corporation, association or
18 partnership shall not exceed five thousand dollars,
19 provided, however, that such limitations shall not
20 apply to certificates issued prior to October first,
21 nineteen hundred and thirty-eight.

1 Section 8. Said chapter one hundred and seventy-
-2 two A is hereby further amended by inserting after
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3 section seven, as so appearing, the following new

5 Section 7A. Notwithstanding the provisions of
6 the preceding section, any such corporation organized
7 prior to January first, nineteen hundred and thirty-
-8 eight, may continue to carry assets not authorized
9 as investments by section seven and acquired by it

10 prior to October first, nineteen hundred and thirty-
-11 eight together with any renewals thereof or substitu-
-12 tions therefor, provided, however, that such corpo-
-13 ration shall sell or otherwise dispose of such assets,
14 except capital stock held prior to January first, nine-
-15 teen hundred and thirty-eight, of other affiliated
16 corporations engaged in whole or in part in the same
17 business and organized prior to said date, within five
18 years after October first, nineteen hundred and
19 thirty-eight, but the commissioner may, on petition

20 of the board of directors of such corporation, and
21 for cause, grant additional time for the sale or other
22 disposition thereof.

4 section

1 Section 9. Section six of said chapter one hun-
-2 dred and seventy-two A, as so appearing, is hereby
3 amended by inserting after the word “do” in the
4 fifth line the following: , subject to such other
5 terms of repayment provided by the certificate,
6 so as to read as follows: Section 6. The amount
7 paid on any certificate, whether matured or not, if
8 not pledged to the corporation, may be withdrawn
9 by the certificate holder at any time as a whole by

10 the surrender of his certificate, upon giving ninety
11 days written notice to the treasurer of his intention
12 so to do, subject to such other terms of repayment
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13 provided by the certificate; but the treasurer may
14 waive such a notice, in his discretion, under such
15 restrictions as may be imposed by the board of di-
-16 rectors. Upon such withdrawals there shall be such
17 adjustment of interest as the certificate shall provide.








