
Commission on Administeation and Finance,
State House, Boston (9), April 11, 1923.

Gentlemen : Under authority of Section 13 of Chapter
7 of the General Laws, the Commission on Administration
and Finance recommends that Section 28 of Chapter 172 of
the General Laws be amended by striking out said section
and inserting a new section in accordance with the accom-
panying bill.

The Commission is in full accord with the recommenda-
tion contained in the budget message of the Governor
(House, No. 1000), setting forth the principle that the Divi-
sion of Banks should be more nearly self sustaining.

The Commission is of the opinion that the receipts for
supervision by the Division of Banks ($24,224 in 1922) are
admittedly inadequate, and should be increased to cover the
cost of service rendered to special interests and distinctly
not of a general character. The appropriations for the
maintenance of the Division of Banks have increased from
$84,154.11 in 1912 to $192,200 in 1920 and $376,000 in 1922.
The personal service item has increased from $72,000 in 1918
to $268,000 in 1922. This very large increase was brought
about largely by the necessity for a more thorough control of
the trust companies of the Commonwealth. Trust companies
are the major institutions supervised by the Commissioner
of Banks, which have been organized and are operating for
profit.
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The law requires that trust companies shall be examined
annually by the Commissioner of Banks. While these ex-
aminations furnish protection to the depositors, their thor-
oughness makes them of great value to the stockholders.

The law also requires that each trust company shall have
an annual audit, a copy of which is filed with the Commis-
sioner of Banks. The Commissioner of Banks has required
that this audit should be made by a public accountant.

The Commission recommends that the examination made
by the Bank Commissioner be the only mandatory one, and
that the independent audit by a public accountant be made
in the discretion of the directors of the corporation or at the
direction of the Commissioner of Banks, as provided by
Chapter 363 of the Acts of 1922.

The Commission also recommends that trust companies
be required to pay for examinations the actual cost, plus
overhead as determined by the Bank Commissioner.

It seems reasonable that the State should adopt the policy
of the Federal government. National banks pay for two
examinations by the government each year. It is the policy
of the State of New York and many other states to have the
entire cost of banking supervision paid by the institutions.

It is estimated that the return to the Commonwealth
under the terms of the bill submitted would amount to
$115,000 a year.

Respectfully submitted

HOMER LORING,
Chairman.
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AN ACT
To provide for Payment of the Expense of Examinations of

Trust Companies.

1 Section 1. General Laws, chapter one hundred and
2 sixty-seven, as amended by section one of chapter three
3 hundred and sixty-three of nineteen hundred and twenty-
-4 two, is hereby further amended by inserting after the
5 first sentence the following new sentence: The ex-
-6 pense of the annual examination of a trust company shall
7 be borne by the company, and shall include the actual
8 cost and such additional sum for overhead expense as the
9 commissioner shall determine; so as to read as follows:

10 Section 2. The commissioner, either personally or by his
11 examiners, or such others of his assistants as he may
12 designate, shall, at least once in each year, make an
13 examination of the affairs of each bank and ascertain its
14 condition, its ability to fulfil its obligations and also
15 whether it has complied with the law; and he may also,
16 whenever he considers it expedient, make, at the ex-
-17 pense of the bank, such further examinations as he deems
18 advisable. The expense of the annual examination of a
19 trust company shall be borne by the company, and shall

Be it enacted by the Senate and House of Representatives
in General Court assembled, and by the authority of the
same, as follows:
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20 include the actual cost and such additional sum for over-
-21 head expense as the commissioner shall determine. The
22 commissioner or the person making the examination shall,
23 at the time of any such examination, have free access to
24 the vaults, investments, cash, books and papers. The
25 commissioner shall preserve a full record of each such
26 examination of a bank, including a statement of its con-
-27 dition, if ascertained. Such records, and information
28 contained in the reports of such banks, other than in-
-29 formation required by law to be published or to be open
30 to the inspection of the public, shall be open only to the
31 inspection of the commissioner, his examiners and as-
-32 sistants, and such other officers of the commonwealth as
33 may have occasion and authority to inspect them in the
34 performance of their official duties. The commissioner
35 may furnish to the national bank examiners, the federal
36 government, any organization created by federal legisla-
-37 tion, or the banking departments of other states, such in-
-38 formation, reports and statements relating to the institu-
-39 tions under his supervision as he deems best.

1 Section 2. Sections twenty, twenty-one, twenty-two,
2 twenty-eight, twenty-nine and thirty of chapter one hun-
-3 dred and seventy-two of the General Laws are hereby
4 repealed.

1 Section 3. This act shall take effect as of January

2 first, nineteen hundred and twenty-four.


