
No. 2111HOUSE

House of Representatives, May 10, 1935.

The committee on Banks and Banking to whom were
referred so much of the Governor’s Address (Senate,
No. 1) as relates to placing industrial banking institu-
tions under supervision of the Commissioner of Banks,
and the petition (accompanied by bill, Senate, No.
57) of F. Earl Wallace, president, Massachusetts Morris
Plan Association, that provision be made for the
authorization and supervision of industrial banks, re-
port the accompanying bill (House, No. 2111).

For the committee,

JAMES A. GUNN.

Clje Commontoealtl) of egassadnisetts
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In the Year One Thousand Nine Hundred and Thirty-Five,

An Act to provide for the Authorization and Supervision
of Banking Companies.

Be it enacted by the Senate and House of Repre-
sentatives in General Court assembled, and by the
authority of the same, as follows:

1 Section 1. Section one of chapter one hundred
I

2 and sixty-seven of the General Laws, as appearing in
3 the Tercentenary Edition, is hereby amended by in-
-4 serting after the word “company” in the third line
5 the following: —, any corporation authorized to do
6 the business of a banking company under chapter
7 one hundred and seventy-two A, —so as to read
8 as follows: Section 1. In this chapter, unless the
9 context otherwise requires, the following wr ords shall

10 have the following meanings:
11 “Bank”, a savings bank, co-operative bank, trust
12 company, any corporation authorized to do the
13 business of a banking company under chapter one
14 hundred and seventy-two A or any person, partner-
-15 ship, association or corporation, incorporated or
16 doing a banking business in the commonwealth, sub-
-17 ject to the supervision of the commissioner of banks.
18 “Commissioner”, the commissioner of banks.

C&e Commontucaltj) of s^assacluisetts

1 Section 2. Section two of said chapter one hun-
-2 dred and sixty-seven, as amended by chapter two
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3 hundred and fifty-one of the acts of nineteen hun-
-4 dred and thirty-four, is hereby further amended by
5 inserting after the word “company” in the eleventh
6 line the following: and a corporation authorized
7 to do the business of a banking company under chap-
-8 ter one hundred and seventy-two A, so that the
9 first paragraph will read as follows: The commis-

-10 sioner, either personally or by his examiners, or such
11 others of his assistants as he may designate, shall, at
12 least once in each year, make a thorough examination
13 of the books, securities, cash, assets and liabilities
14 and ascertain the condition of all banks under his
15 supervision, the ability of each bank to fulfill its
16 obligations, and also whether it has complied with the
17 law; and he may also, whenever he considers it ex-
-18 pedient, make, or cause to be made, at the expense
19 of the bank, such further examinations or audits as
20 he deems advisable. The expenses of the annual
21 examination of a trust company and a corporation
22 authorized to do the business of a banking company
23 under chapter one hundred and seventy-two A shall
24 be borne by the company, and shall be limited to the
25 actual cost of such examination and such additional
26 sum for the overhead expenses of the division of
27 banks and loan agencies as the commissioner shall
28 determine to be attributable to such examination.

1 Section 3. Said chapter one hundred and sixty-
-2 seven is hereby further amended by striking out
3 section twelve, as appearing in the Tercentenary
4 Edition, and inserting in place thereof the following
5 Section 12. No domestic or foreign corporation or
6 person, partnership or association, except savings
7 banks and trust companies incorporated under the
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laws of this commonwealth, or such foreign banking
corporations as were doing business in this common-
wealth, and were subject to examination or super-
vision of the commissioner on June first, nineteen
hundred and six, shall hereafter make use of any
sign at the place where its business is transacted
having thereon any name or other words, indicating
that such place or office is the place or office of a
savings bank, or make use of or circulate any written
or printed or partly written and partly printed
paper whatever, having thereon any name or other
words, indicating that such business is that of a
savings bank; nor shall any such corporation, per-
son, partnership or association, or any agent of a
foreign corporation not having an established place
of business in this commonwealth, solicit or receive
deposits or transact business in the way or manner
of a savings bank, or in such a way or manner as
to lead the public to believe, or as in the opinion of
the commissioner might lead the public to believe,
that its business is that of a savings bank. No do-
mestic or foreign corporation or person, partnership
or association other than corporations excepted by
the first sentence of this section, co-operative banks
incorporated under the laws of this commonwealth,
foreign banking associations authorized under section
thirty-seven to transact business in this common-
wealth, and corporations authorized to do the busi-
ness of a banking company under chapter one hun-
dred and seventy-two A, shall hereafter transact
business under any name or title which contains
the word “bank” or “banking”, or any word in a
foreign language having the same or similar mean-
ing, as descriptive of said business, or, if he or it
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42 does a banking business or makes a business of re-

-43 ceiving money on deposit, under any name or title

44 containing the word “trust”, or any word in a
45 foreign language having the same or similar meaning,
46 as descriptive of said business.

1 Section 4. The General Laws are hereby further
2 amended by inserting after chapter one hundred and
3 seventy-two, as appearing in the Tercentenary Edi-
-4 tion, the following new chapter:

5

Banking Companies.6

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 thou-

-10 sand dollars and is conducting within the com-
-11 monwealth the business of loaning money on the
12 Morris plan, so called, or upon any similar plan,
13 may be authorized to do the business of a banking
14 company in the manner and subject to the conditions
15 and limitations specified in this chapter; provided,
16 that no such corporation shall be authorized to do
17 such business in any city or town having a popula-
-18 tion of more than three hundred thousand unless it
19 has an unimpaired paid-in capital of not less than
20 two hundred thousand dollars, or in any city or
21 town having a population of more than one hundred
22 thousand but not exceeding three hundred thousand
23 unless it has an unimpaired paid-in capital ofnot less
24 than one hundred thousand dollars.
25 Section 2. Any such corporation may at a meet-
-26 ing duly called for the purpose by a two thirds vote

Chapter 172A.
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of each class of stock outstanding authorize an ap-
plication to the board of bank incorporation, herein-
after referred to as the board, for a certificate au-
thorizing it to carry on business of the character and
in the manner set forth in this chapter in a specified
city or town within the commonwealth. Such ap-
plication shall be made in writing by the president
or the treasurer in such form as the board shall ap-
prove. A notice thereof and of the time fixed for a
hearing thereon, in such form as the board shall ap-
prove, shall be published at least once a week for
three successive weeks in one or more newspapers
designated by the board and published in or nearest
to the city or town in which the corporation proposes
to carry on such business. If the board after a
hearing shall determine that public convenience and
advantage will be promoted by the granting of the
application and that the corporation is in a sound
and safe condition to carry on such business, it shall
issue such a certificate in such form as it shall de-
termine.
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Section 3. Within thirty days after receiving a
certificate under the preceding section, the directors
of any such corporation may, without further vote
of its stockholders, by the procedure established by
section forty-three of chapter one hundred and fifty-
six, so far as applicable, change its corporate name
so as to include therein the words “Banking Com-
pany”. Upon such change of name becoming effec-
tive such corporation may carry on business under
this chapter and shall thereafter carry on no other
business. Its corporate powers shall thereupon be
deemed to be amended accordingly. It shall not
thereafter be subject to the requirements of sections
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forty-seven to fifty-one, inclusive, of said chapter one

hundred and fifty-six. Thereafter all provisions of
general law from time to time applicable to the
increase or the reduction of the capital stock of trust
companies shall apply to such corporation. There-
after no person shall be a director of any such cor-
poration unless he is a stockholder of record holding
unpledged stock therein of an aggregate par value
of not less than one thousand dollars.
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Section 4- Such corporation shall at such times
as the commissioner of banks, in this chapter called
the commissioner, orders, but not exceeding five
times within a calendar year, and within ten days
after a day designated in the order, make return to
the commissioner signed and sworn to by its presi-
dent and treasurer and not less than three of its
board of directors, showing accurately the condition
of such corporation at the close of business on the
day designated. Said return shall be in such form
and shall specify such items of the corporation’s
assets and liabilities as the commissioner shall pre-
scribe. It shall be published by and at the expense
of such corporation in a newspaper published in
the city or town where such corporation is located at
such times and in such manner as the commissioner
shall direct.
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one payment or in instalments, upon certificates
which it may issue, fixing the amount received or to
be received thereon, the time and other terms of
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Money thus received shall be known as certificate
funds. No interest shall be specified in any cer-
tificate or paid on any certificate funds in excess of
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95 five per cent per annum, except with the approval
96 of the commissioner. No certificate shall be issued
97 for an amount less than fifty dollars and the total
98 amount of all certificates issued to any individual,
99 estate, trust, corporation, association or partnership

100 shall not exceed five thousand dollars.
101 Such certificates may be issued to represent money
102 to be paid by the certificate holder thereafter in
103 stated instalments as specified therein either with
104 or without the payment of interest on paid-in instal-
-105 ments. All certificates shall be in such form as the
106 commissioner shall approve and a record of all
107 certificates issued and the forms thereof shall be
108 kept on file by the corporation.
109 No such corporation shall receive or have at any
110 time aggregate certificate funds, exclusive of in-

-111 terest, in excess of seven and one half times the total
112 of its paid-in capital and surplus, except that cer-
-113 tificate funds in any manner pledged with it to secure
114 loans made by it shall not be included in its cer-
-115 tificate funds for the purpose of this provision.
116 Section 6. The amount paid on any certificate,
117 whether matured or not, if not pledged to the corpo-
-118 ration, may be withdrawn by the certificate holder
119 at any time as a whole by the surrender of his cer-

-120 tificate, upon giving ninety days written notice to
121 the treasurer of his intention so to do; but the
122 treasurer may waive such a notice, in his discretion,
123 under such restrictions as may be imposed by the
124 board of directors. Upon such withdrawals there
125 shall be such adjustment of interest as the cer-

-126 tificate shall provide.
127 Section 7. The capital, surplus, certificate funds
128 and income derived therefrom of such corporation
129 shall be invested only as follows:
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130 First. In loans on personal security or secured
131 by the pledge or assignment of any personal property
132 including certificates issued by it, either fully paid
133 up or representing payments being made by instal-
134 ments. No sum shall be invested directly or in-
135 directly in mortgages of real estate.
136 Second. In any securities authorized as invest-
137 ments for savings banks by paragraphs second to
138 seventh, inclusive, of section fifty-four of chapter one

139 hundred and sixty-eight; provided, that not more

140 than twenty per cent of its certificate funds shall be
141 invested by any such corporation in this class of
142 securities.
143 Third. Such sum as the directors may determine
144 but not exceeding twenty-five per cent of its paid-in
145 capital and surplus, except with the approval of the
146 commissioner, may be invested in the purchase of a
147 suitable site and the erection or preparation of a
148 suitable building for the convenient transaction of
149 its business.
150 In the event that a loan is made secured by a
151 pledge of a certificate issued by such corporation,
152 whether fully paid up or representing payments being
153 made by instalments, such pledged certificate and
154 the note or obligation given for the payment of the
155 loan shall always be considered to be separate in-
156 struments.
157 Section 8. The total liability to any such corpora-
158 tion of any person, corporation, trust, association or
159 firm for money borrowed, including in such liability
160 of any corporation, trust, association or firm the
161 liabilities of the several directors, trustees, members
162 or partners thereof, shall at no time exceed ten per
163 cent of the aggregate of the paid-in capital and sur-
-164 plus of such corporation, but the discount or pur-
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I

chase of bona fide bills of exchange or acceptances
drawn against actually existing values and the dis-
count or purchase of commercial or business paper,
leases, conditional sale agreements, mortgages of
personal property or other contracts or choses in
action actually owned by any person, corporation,
association, trust or firm negotiating or selling the
same shall not be considered money so borrowed even
though such negotiator or seller remains or becomes
secondarily or contingently liable thereon or therefor
to such corporation.
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Section 9. No such corporation shall charge for
or receive on any loan made by it, an amount for
interest, discount, charges and expenses, including
interest, discount, fines, charges and expenses on
account of any certificate issued as security for such
loan, which exceeds in the aggregate an amount
equivalent to twelve per cent per annum upon the
face amount of the note, deducted at the time the
loan is made, when the note is of the amount of five
hundred dollars or less, or an amount equivalent to
nine per cent per annum upon the face amount of
the note, deducted at the time the loan is made,
when the note is of an amount in excess of five hun-
dred dollars. Provided, however, that no certificate
pledged to secure any loan shall require the aggre-
gate amount of payments on such certificate to be
more than the actual proceeds of the loan plus any
lawful interest or discount which may be taken in
advance, and plus all other lawful charges or ex-
penses, and provided further that no such certificate
shall mature at a date substantially different from
the due date of the loan, or require payments on
such certificate, except in the case of the last instal*
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199 ment payment, in excess of equal periodic payments

200 extending over the term for which the loan is made.
201 Section 10. Any such corporation shall at all
202 times have on hand as a reserve an amount equal to
203 at least five per cent of the aggregate amount of its
204 certificate funds, exclusive of all certificate funds in
205 any manner pledged to it as security for loans.
206 Such reserve shall consist of actual cash, bonds or

207 other obligations of the United States computed at
208 their fair market value, and deposits payable on
209 demand due from any trust company in the com-
-210 monwealth which is a member of the Federal Re-
-211 serve System, or from any national banking associ-
-212 ation doing business either in this commonwealth or
213 in the city of New York, Philadelphia or Chicago, or
214 from the Federal Reserve Bank of Boston.
215 Section 11. The directors of any such corporation
216 may declare dividends of so much of the net profits
217 of such corporation as they shall judge expedient;
218 but such corporation shall, before the declaration of
219 such a dividend, carry one tenth part of its net
220 profits of the preceding period for which said divi-
-221 dend is paid, to its surplus fund until such fund,
222 whenever accumulated or acquired, shall amount to
223 fifty per centum of its capital stock. Except in the
224 case of reduction of capital stock as provided in
225 section three, no such corporation or stockholder
226 thereof shall, during the time it continues its bank-
-227 ing operations, withdraw or permit to be withdrawn,
228 either in the form of dividends or otherwise, any
229 portion of its capital. No dividend shall be paid by
230 any such corporation while it continues operations
231 under this chapter, to an amount greater than its
232 total net undivided profits then on hand, exclusive
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of the surplus fund provided for in this section, after
deducting from such net profits its losses and bad
debts for which no other provision has been made.
All debts due to any such corporation on which in-
terest is due and unpaid for a period of six months,
unless the same are well secured and in process of
collection, shall be considered bad debts within the
meaning of this section.
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Section 12. The board of bank incorporation may
authorize any such corporation to establish and op-
erate one or more branch offices in the town in which
it is authorized to do business under this chapter or
in any other town within the same county. No such
corporation shall maintain a branch office except as
herein provided, but this restriction shall not apply
to any branch office, wherever located, established
by any such corporation prior to the first day of
January, nineteen hundred and thirty-five.
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Section 13. Such corporation shall be taxed under
the provisions of sections two to seven, inclusive, of
chapter sixty-three.
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Section ij. The provisions of sections eighty-six
to one hundred and ten, both inclusive, of chapter
one hundred and forty and the provisions of chapter
one hundred and ten A and chapter one hundred
and seventy-four shall not apply to such corporations.
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