
Executive Department.

To the Honorable Senate and House of Representatives:

Under the provisions of Article LVI of the amendments
to the Constitution I am returning herewith House Bill
1423 entitled, “An Act Relative to the Withdrawal of
Shares in Cooperative Banks and to the Borrowing
Powers of Such Corporations,” with the recommendation
that it be amended as follows:

In Section 4, in the third line, by adding after the
words “by a vote of at least three-fifths of all its direc-
tors”, the words “ and with the consent of the Commis-
sioner ”, and further by striking out in the same section
in the sixth line, the words “but no such corporation
shall, without the approval of the commissioner, make
any loans except additional loans and re-loans upon the
property already mortgaged to such corporation, and
loans against the security of its shares until all money
borrowed by it under this section has been re-paid”.

While there would seem to be, in certain instances, no
objection to permitting a cooperative bank to borrow
up to a limited amount without the approval of the Com-
missioner of Banks; I feel that any such general authori-
zation as is permitted under section 4 of the Act as sub-
mitted to me, —to borrow without limitation as to
amount and without reference to the Commissioner,
might have a tendency to weaken the fundamental
strength underlying our cooperative bank structure.
On the other hand, the clause requiring the Commissioner
to approve all loans, with certain exceptions, by a coopera-
tive bank which has borrowed under section 4 of the Act,
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until such borrowings have been repaid, would in my
opinion cause the Commissioner to exercise a degree of
control over the routine affairs of the bank, which would
not only handicap the daily course of business of the bank
but also place an unnecessary burden upon the office of
the Commissioner. Both these difficulties are eliminated,
I believe, by the changes I have recommended. I should
find no fault with an alternative change in section 4
which would limit the amount borrowed by any such
corporation without the approval of the Commissioner
to a total figure not in excess of 5% of the corporation’s
assets and in no case exceeding $200,000.

JOSEPH B. ELY.






