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Office of the Commissioner of Banks

To the Honorable Senate and House of Representatives of 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),
the Commissioner of Banks respectfully presents here-
with such parts of the annual report of the Commissioner
of Banks for the year 1944 as contain recommendations
or suggestions for legislative action, accompanied by
drafts of hills 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.

F. EARL WALLACE

Cjje Commontoealtt) of Q^asoacfnisetts

Commissioner of Bank
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1. The “G. I. Bill of Rights” and Guaranteed
Loans to Veterans.

Congress enacted and the President signed, on June
22, 1944, the Servicemen’s Readjustment Act of 1944,
popularly referred to as the “G. I. Bill of Rights.” This
provided, among other benefits, for guaranties by the
Veterans’ Administrator of loans to veterans of World
War II to enable them to acquire homes, farms or busi-
nesses, and business properties. The act contemplates
that these loans will be made by established financial
institutions or by individuals rather than by the govern-
ment or any governmental agency, and that the guaran-
tee feature will justify an interest rate of 4 per cent per
annum and higher ratios of amount of loan with respect
to the value of the property affected than have hereto-
fore been customary.

The Veterans’ Administration issued on October 20,
1944, regulations under which veterans might obtain such
loans to enable them to acquire, construct, improve, or
rehabilitate home properties for their occupancy. To
permit the veterans of the Commonwealth to obtain
these loans from our state-chartered financial institutions,
the Governor, on October 18, 1944, by Executive Order
No. 74, suspended, so far as they apply to these guaran-
teed loans, those provisions of law which limit the lending
powers of banks, insurance companies and credit unions.
The Commissioner of Banks and the Commissioner of
Insurance are required by the Executive Order to issue,
and have issued, regulations designed to conform any
loans that the institutions within their respective juris-
diction may make to the regulations of the Veterans’
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Administrator, the Act of Congress and sound lending
practices. As a result, the mortgage-lending institutions
of this State have been among the very first in the country
to be able to serve qualifying veterans in the manner con-
templated by Congress.

I anticipate that the Veterans’ Administrator will
shortly issue regulations with respect to the other types
of loans contemplated by the act. To permit our banks,
insurance companies and credit unions to be of service to
veterans, to the extent contemplated by this G. I. Bill,
it will be necessary to suspend those provisions of our
statute which restrict the powers of these institutions in
making unsecured loans and loans on other than resi-
dential properties. The accompanying draft of a bill will
effect such suspensions and will authorize the savings
banks, trust companies, co-operative banks, credit unions
and insurance companies of the State to co-operate with
the Veterans’ Administration in making available to the
Commonwealth’s veterans all the credits contemplated by
the G. I. Bill of Rights, in accordance with the regula-
tions of the Veterans’ Administrator and such regulations
as the Commissioner of Banks or the Commissioner of
Insurance may deem proper or necessary.

2. Making Permanent the Statutes under which
Banking Institutions may make Loans insured
by the Federal Housing Administrator.

Banking institutions are permitted to make loans in-
sured by the Federal Housing Administrator by chapter
162 of the Acts of 1935, and numerous extensions thereof.
The act as originally drawn, however, tends to restrict
the powers of certain of these institutions with respect
to certain non-mortgage loans. This fact and the further
fact that the act’s many amendments make it difficult to
easily determine its current provisions warrant a modifi-
cation of part of the law, and a re-enactment of its sev-
eral now scattered provisions. The accompanying draft
of legislation is designed to accomplish these ends, and
to make the act a permanent part of our banking law.
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3. Memberships of Thrift Institutions in Cer-
tain Associations and Contributions by

Thrift Institutions to Certain Charities.
Under existing laws the savings banks and the co-

operative banks of the Commonwealth are empowered
to become members of associations organized for the
purpose of protecting and promoting the interests of such
banks, and to pay a proportionate share of the expenses
of maintaining such associations. Since this permission
was given, it has become apparent that the present law
is too restrictive, as there are today certain associations
which were organized for the protection and promotion
of the interests of banks and mortgage lenders in general,
in which memberships might be very valuable to savings
banks and co-operative banks.

Our banking laws lack any provision expressly author-
izing thrift institutions to contribute any part of their
deposit or share capital or the income thereof to any of
the charitable organizations found today in most com-
munities. Section 12A of the General Laws, chapter 155,
empowers corporations to contribute reasonable sums to
any general fund being raised by a relief committee or
agency approved by the Commissioner of Public Wel-
fare. I consider it desirable that our thrift banks should
have this power, but it also seems proper that the Gen-
eral Court should fix some maximum, preferably based
upon income, which thrift institutions may expend for
memberships or in contributions in any one period. The
accompanying draft of legislation proposes a limit of one
half of one per cent of the income of the next preceding
dividend period upon such expenditures.

4. Making Permanent Certain Provisions of Law
MODIFYING THE REQUIREMENTS FOR INVESTMENTS
in Real Estate Mortgages by Banking Insti-
tutions.

Chapter 191 of the Acts of 1936 permitted institutional
lenders to accept from bona fide purchasers of equities of
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properties on which they held mortgages, new mortgages
not in excess of the amounts then due for principal bal-
ances, interest, taxes or liens and other proper charges.
This act has been extended from time to time, and now
becomes inoperative after December 31, 1945. Eight
years’ experience has demonstrated the value of this act,
and warrants it being made a permanent part of our
law. It enables our banks and insurance companies to
replace mortgagors who have been unable to discharge
their obligations as the lenders would like by others who
are considered better risks in cases where, but for this
act, the property involved could not qualify for a new
loan. I recommend that its provisions be made a part
of General Laws, chapter 167.

5. Certain Technical Corrections in the Laws re-
latino to Trust Companie

Section 75 of General Laws, chapter 172, gives the
Commissioner authority to regulate, from time to time,
as the regulations of the Federal Reserve system may
be changed, the reserve requirements of trust companies.
Through inadvertence, language appearing in earlier
forms of this section has been embodied in its present
form, in a manner that tends to restrict the practical use
of this authority. I therefore recommend that the words
“reserve balances” be replaced by the word “reserves”
in the last sentence of the section.

Section 80 of chapter 172, governing the payment of
dividends to stockholders of trust companies, defines cer-
tain obligations as statutory bad debts. The definition
excepts those debts which are well secured and in process
of collection. The phrase “in process of collection” is
capable of so many interpretations that establishing
proper practical exceptions to the definition has proved
extremely difficult. I recommend that the exception be
rephrased.

6. Extension of Chapter 235 of the Acts of 1943.
The uncertainties of these times of war and of the

period that is bound to follow the war continue to exist,
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and I therefore recommend that chapter 235 of the Acts
of 1943 be continued in effect for two more years.

7. Limitations on the Liability of One Borrower.
Under existing laws a co-operative bank may lend one

borrower up to $lO,OOO, or 1 per cent of all its mortgage
loans, within a $50,000 limit on a direct reduction mort-
gage basis, and may at the same time lend the same bor-
rower a loan and jointly with others an additional $16,000
on co-operative form loans. These separate limits could
permit a favored borrower to secure from one bank a
total mortgage credit in a sum substantially larger than
seems desirable in an institution designed primarily for
owner-occupancy home financing. I therefore recom-
mend that co-operative banks be limited in their power
to lend to one borrower on both types of mortgages to
the larger of the separate limits now prescribed.

8. Real Estate Mortgages in Credit Unions.
Existing laws permit credit unions to make mortgage

loans upon real estate already subject to two or even
more superior liens, and the present restrictions upon
mortgage loans by these institutions are so vaguely
worded that the practical interpretation of the present
provisions is difficult. I recommend that our statute be
so changed that only first mortgages upon improved real
estate may be accepted by these institutions, upon a
demand or three-year basis, and then only for not more
than 60 per cent of the value of the premises mortgaged;
that mortgages on unimproved real estate be restricted
to 50 per cent of the value of the premises; and that the
power of the credit unions to lend more than 60, per cent
upon improved real estate be confined to those loans
which require reasonable amortization. The accompany-
ing draft of legislation is intended to accomplish these
purposes.






