
Office of the Commissioner of Banks
150 Causeway Street, Boston, Massachusetts, November 2, 1960.

To the Honorable Senate and House o} Representatives

In compliance with sections 33 and 33A of chapter 30, General
Laws, as amended, I have the honor to submit, herewith, recom-
mendations for legislation accompanied by drafts of bills for your
consideration.

EDWARD A. COUNIHAN, 111,
Commissioner of Banks
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Credit Unions,

1. Section 27 of chapter 171 of the General Laws requires a man-
datory fine of $5.00 per day to be paid to the Commonwealth in the
event that a credit union is late with a Report to the Commissioner
of Banks. The mandatory assessment of such penalty does not
apply to other banking institutions. We are of the opinion that
this inequity should be corrected.

2. A credit union is not authorized to reimburse Directors for
expenses paid by them in connection with credit union business.
We believe this should be remedied.

3. A credit union may invest at least 50 per cent of the aggregate
of its shares, deposits and Guaranty Fund in real estate mortgages
with certain limitations on the size of such loans but without limita-
tion as to type. Our examinations indicate a trend in some credit
unions wherein such loans are being made on commercial properties.
It is our opinion that this is not the type of an investment which a
credit union should make.

4. For some considerable period of time, credit unions have been
allowing non-members to be co-makers and endorsers on notes rep-
resenting unsecured loans. It seems to us that the statute clearly
intends that all credit extended in a credit union must be to a mem-
ber. This policy has become widespread and we feel that the
growth of credit unions probably justifies it. In order, therefore,
to legalize this type of operation, an amendment is necessary to
subdivision (A) of section 24 of chapter 171 of the General Laws.

The accompanying drafts of legislation will accomplish these ob-
jectives.

Savings Banks,

5. The United States has recently joined with the Latin-American
countries in the formation of the Inter-American Development Bank
for the purpose of aiding the economy of the Western hemisphere.
Savings banks are currently authorized to invest in the obligations
of the International Bank for Reconstruction and Development
which is a similar institution of world-wide application. We are
of the opinion that our savings banks ought to have the right to
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invest in a limited manner in the obligations of the Inter-American
Development Bank as they now have in the International Bank for
Reconstruction and Development.

The accompanying draft of legislation will accomplish this ob-
jective.

Miscellaneous.

6. The Congress has recently extended until July 25, 1962, the
termination date of the GI Bill of Rights authorizing veterans of
World War II and the Korean War to obtain GI mortgage loans.
In order for Massachusetts lending institutions to offer this serv-
ice to veterans, it will be necessary to extend the termination date
of our law. This will require an amendment to chapter 46 of the
Acts of 1945.

7. Section 5 of chapter 167 of the General Laws authorizes the
Bank Commissioner in some instances to certify certain facts con-
cerning the violation of law by an officer, director or trustee of a
bank to a board composed of the State Treasurer, the Attorney
General and the Commissioner of Corporations and Taxation. If
the board determines that a violation of the law has taken place,
it may remove such officer, director or trustee, the latter having
the right of appeal to the courts. The difficulty with the statute
is that where an officer of a bank has violated a law or has, in the
opinion of the Commissioner, conducted the business of a bank in
an unsafe or unsound manner or has used his official position in a
manner contrary to the interests of the bank or its depositors, the
Commissioner must first warn such officer in writing to discontinue
such delinquency. If the officer or director persists in his delin-
quency then, and only then, is the Commissioner authorized to
certify the facts to the above-mentioned board. We feel that this
statute is of no practical effect because of the feature which re-
quires the Commissioner to permit, as it were, one serious delin-
quency before he may act. An amendment to section sof chapter
167 will accomplish this objective.

8. In recent years, there has been a tendency among thrift in-
stitutions to advertise interest or dividend rates to be paid in the
future. There is currently no authorization limiting this type of
advertising which, in our opinion, is misleading in many instances
because of the impossibility of a Board of Directors or Trustees to
accurately project such rate. We feel that some standard should
govern such advertising and that in no event should a dividend or
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interest rate be advertised prior to sixty days before it is actually
paid.

9. Section 34 of chapter 29 of the General Laws limits the de-
posit of public monies by the State Treasurer in certain banking
institutions. There has been some question as to whether this
statute applies to public monies in possession of officials other than
the State Treasurer. It is the position of the Banking Department
that the law should apply to all public monies and for that reason
an amendment to section 34 of chapter 29 is recommended.

10. In 1954, the Banking Department urged the General Court
to enact a Usury Law and, in subsequent years, supported such
bills filed by members of the General Court. Since that time, prog-
ress has been made in this field in that now loans from zero to fif-
teen hundred dollars are supervised. Limited legislation has also
been enacted in the second mortgage-lending field. There is still,
however, a wide area of lending wherein the “sky is the limit” in-
sofar as interest rates and other charges are concerned. Massa-
chusetts is currently one of but four or five states in the Union
which does not have a general Usury statute. It is our opinion
that if the great industrial states of New York, Pennsylvania, Ohio
and Illinois, which are comparable, in many respects, to this Com-
monwealth found it advisable to enact such statute, then Massa-
chusetts certainly should no longer continue without one. I believe
that the public interest requires the enactment of a Usury Law in
this Commonwealth.

The accompanying drafts of legislation will accomplish these ob-
jectives.

11. Chapter 255 regulates to some extent the sale of consumer
goods on credit. Sections 12, 12A and 128 delineate the type of
contract which must be executed as well as specifying the rebates
to be given in the event of anticipatory repayment by the con-
sumer. These sections do not seem to apply to the sale of services
on credit or to unsecured transactions, generally. Because of com-
plaints which this department has received in this field, we are of
the opinion that these sections should be amended to make them
more comprehensive in application.

The accompanying draft of legislation will accomplish this ob-
jective.

Consumer Goods Transactions.


