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Office of the Commissioner of Banks
150 Causeway Street, Boston 14, November 6, 1963.

To the Honorable Senate and House of Representatives.

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

JOHN B. HYNES,
Commissioner of Banks
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It has been the practice of the Division of Banks and Loan
Agencies to submit in each legislative session petitions for neces-
sary changes in the laws governing the institutions under its super-
vision. This year, however, chiefly because of my short tenure in
the Office of the Commissioner of Banks, I have determined to file
only such legislation as is considered imperative. For that reason,
therefore, only one bill is being submitted.

I am not unaware of the many problems the department is cur-
rently confronted with, which will be dealt with through studies
soon to be instituted and which will eventually lead to specific legis-
lative recommendations. Among the areas under review will be
chapter 505 of the acts of 1959, as amended, affecting second
mortgage lending; section 1628 of chapter 175 of the General Laws,
pertaining to the lending of money for the financing of insurance
premiums on time; the necessity for a more comprehensive applica-
tion of section 134 of chapter 175 relative to the charge being made
for credit life insurance by companies authorized to do business
under the provisions of chapter 140 of the General Laws (small
loans companies); the important field of conversions of trust com-
panies and national banks; the possible need for certain amend-
ments to the savings bank and co-operative bank law relative to
limitations on loans to one borrower, and a review of the vast field
of money and credit with particular reference to the repeated re-
quests for a usury law, a truth in lending law, and supervision over
charges made in the field of instalment retail sales. With respect
to the latter, I have in mind your recent action which resulted in
the enactment of chapter 152, a resolve providing for a study of
this field as requested by His Excellency the Governor. This is a
very important and meaningful subject which so profoundly affects
the economic life of the community that it should not be encum-
bered by legislative requests.

The commissioner of banks is currently required to examine
every bank under his supervision at least once every twelve
months. This has become impossible in our co-operative bank divi-
sion because, among other things, the continually expanded powers
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and growth of these institutions make necessary more and more
man-hours to complete an audit and examination. In addition
thereto the law now demands that the commissioner audit a co-
operative bank, which burden is not placed upon him with respect
to a savings bank. The current legislative directive with respect
to these latter institutions demands an examination only as con-
trasted with the much more detailed audit called for in co-operative
banks. In addition thereto the commissioner must require in every
savings bank an audit by a certified public accountant appointed
by the bank and approved by him. I think it advisable that this
same authority be given the commissioner with respect to co-
operative banks. This will enable him to examine each co-operative
bank within a twelve-month period with the aid of an audit by such
certified public accountant. The accompanying draft of legislation
will accomplish this objective.
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Banks andRecommendation of the Commissioner of Banks (House
Banking.

In the Year One Thousand Nine Hundred and Sixty-Four

An Act relative to audits and examinations in co-operative

BANKS.

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

1 Section 1. Section 9of chapter 170 of the General Laws, as
2 inserted by section 1 of chapter 371 of the acts of 1950, is hereby
3 amended by adding the following paragraph:
4 At said first meeting the board shall elect an auditing com-
-5 mittee of not less than three directors who shall not be operating
6 officers or members of the security committee. The members of
7 such committee shall take an oath of office in the manner and
8 within the period prescribed by section eight, and a record
9 thereof shall be made and preserved as provided in said section.

10 The directors shall authorize the compensation, if any, to be
11 paid to the members of the security committee and the auditing
12 committee.

1 Section 2. Section 41 of chapter 170 of the General Laws,
2 as last amended by section 4 of chapter 654 of the acts of 1958,
3 is hereby amended by striking out said section and inserting in
4 place thereof the following section: —•

5 Section 4-1 . The commissioner shall have the same powers and
6 duties in respect to co-operative banks which he has in respect
7 to savings banks. At least once during each twelve months
8 following their election, and oftener if required by the commis-
-9 sioner, the auditing committee, referred to in section nine, shall

10 cause an examination and audit to be made of the books, securi-
-11 ties, cash, assets, liabilities, income and expenditures of such
12 corporation, including a trial balance of the deposit and share
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accounts. Such examination and audit shall be made in such
form and manner and at such time within said twelve months
as the commissioner may prescribe, by a certified public ac-
countant not connected with the corporation. Within thirty
days after their election, the auditing committee shall appoint
such accountant and written notice thereof shall be given forth-
with to the commissioner, and such appointment shall be sub-
ject to his approval. Such examination and audit shall be made
for the period elapsed since the preceding examination and audit
or for such other period as may be prescribed by the commis-
sioner.
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Such accountant shall direct and supervise the making of

said examination and audit and shall report to the auditing
committee and the commissioner, if he so requests, the result
thereof. At the next meeting of the directors thereafter, the
committee shall render a report which shall be read, stating in
detail the nature, extent and result of the examination and
audit. The committee shall file with the commissioner a copy
of the report of the accountant within ten days after its receipt
by the committee. Said accountant and the auditing committee
shall certify and make oath that the reports made by them under
this section are correct according to their best knowledge and
belief and such reports shall be filed and preserved with the
records of such corporation. If the committee fails to cause to
be made an examination and audit as herein provided, the com-
missioner shall cause such examination and audit to be made by
a certified public accountant in such form and manner as the
commissioner may prescribe, and the expense thereof shall be
paid by such corporation.

24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

�





�



V


