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OFFICE OF THE COMMISSIONER OF BANKS

100 CAMBRIDGE STREET, BOSTON 02202, NOVEMBER A 1970.

The Honorable John F. X. Davoren, Secretary of the Commonwealth,
State House, Boston, Massachusetts.

DEAR MR. DAVOREN: In accordance with the provisions of
sections 33 and 33A of Chapter 30 of the General Laws, as
amended, recommendations for legislation are submitted, accom-
panied by drafts of bills embodying the legislation recommended
for consideration of the General Court.

Very truly yours,

FREYDA P. KOPLOW,

®[)c Commontoealtf) of jlllaftSadjugetttf

Commissioner ofBanks.
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Banking markets have expanded and changed greatly during the
fifties and sixties and it is contended that the county line re-
striction relative to branch banking has become increasingly more
unrealistic. Therefore, it would seem appropriate at this time to
study the matter, and I submit a resolve for that purpose.

In 1968 the Congress of the United States enacted legislation**
known as the Federal Bank Protection Act which empowered
certain Federal agencies to promulgate regulations which would
provide standards for security measures in banking institutions.
This having been done, certain state-chartered banks were not
governed by Federal law or regulation on the subject. Accordingly,
a draft of legislation is filed herewith which will enable the Com-
missioner of Banks to regulate similarly in the field.

Chapter 167 A of the General Laws regulates bank holding
companies controlling 25 percent or more of the stock of two or
more commercial banks. I recommend that the definition of “com-
pany” in Chapter 167 A be broadened to include combinations of
individuals who seek control of such banks. Although such combin-
ations, where they fall short of constituting legal entities, are not
within the scope of the present law, they can exert the same
influence and control over banks as is exercised by corporations,
partnerships and trusts.

Commercial banks perform a vital function in the economy of
the Commonwealth. In order to ensure that the control of such
banks will continue to be exercised in the interest of their de-
positors and of the general public, I propose legislation to provide
that any company, broadly defined as indicated in the preceding
paragraph, which seeks, directly or indirectly, to exercise control
over a commercial bank, must have the permission of the Com-
missioner of Banks in order to do so.

In the 1970 session of the General Court, Chapter 648 was
enacted, said law providing that the guaranty funds of trust com-
panies be consolidated with and become part of the surplus ac-
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counts of the companies. Certain corrective changes of a minor
nature are needed, and such are contained in a draft of legislation
accompanying these recommendations.

In 1961 the Massachusetts Credit Union Share Insurance Corpor-
ation was created through the enactment of Chapter 294 of the
Acts of that year, membership on the part of state-chartered credit
anions being permissive rather than mandatory. A draft of legisla-
tion submitted herewith will require our uninsured credit unions to
become insured by the aforesaid corporation no later than July 1,
1573. Presently, 251 out of 404 credit unions have their deposits
and shares insured in full by the corporation. It is significant to
note in relation to these figures that 90 percent of the shares and
deposits of our credit unions are insured.

Deposits in savings banks and co-operative banks have been
required to be insured in full since 1934. Other banks have the
protection of insurance up to $20,000 per deposit through the
Federal Deposit Insurance Corporation or the Federal Savings and
Loan Insurance Corporation. Deposit and share insurance for Fed-
eral credit unions by virtue of Public Law 91-468, became manda-
tory October 19, 1970.

I strongly recommend, as I have in previous years, that insurance
be made mandatory for the protection of thousands of Massa-
chusetts citizens who are shareholders or depositors in state-
chartered credit unions.

In previous years I have recommended that the Commissioner of
Banks be given the right and duty to investigate the affairs of a
person believed to be engaged illegally in the business of lending
money. The Commissioner has similar investigatory powers in other
lireas of consumer finance. In the accompanying draft of legisla-
tion, authority is again sought for inquiry into the activities of any
person or company allegedly making consumer loans in violation of
Chapter 140, General Laws, sections 96-114A, inclusive.

In the laws dealing with consumer finance in Massachusetts
except for the small loans law, there exists a standard for the
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suspension or revocation of a license based on the discovery of a
fact or condition which, if it had existed at the time of the
application for a license, would have warranted the Commissioner
of Banks to refuse to issue such license. The fact or condition
discovered could pertain to integrity or the financial soundness of
the licensee, and experience in this field has shown that the
authority to suspend or revoke a license should not be limited to
specific violations of the small loans law.

The draft of legislation submitted herewith is patterned aftei
other consumer finance statutes. I believe it merits the consider
tion of the General Court.

Legislation was enacted in the 1969 session which set new and
identical statutory rates for the cost of the examination of banks,
consumer finance companies and collection agencies. The bill
which pertained to the cost of examination of insurance premium
finance agencies was amended with the apparent intention of
establishing a comparatively lower rate of charge for examination
of these agencies. The comparatively lower rate of charge does not
defray adequately the departmental cost of such examinations. A
draft of remedial legislation is filed herewith.

Chapter 255 C of the General Laws governs the business of
insurance premium finance agencies and the charges for financing
premiums. The law does not limit the charges for group credit life
insurance in connection with insurance premium finance agree-
ments, as is the case in other consumer finance statutes, and it is
desirable to bring it into conformity with them.

The bill submitted herewith would make such protection avail-
able to the public at reasonable cost.

The Commissioner of Banks, in the area of consumer finance
and banking, has statutory authority to cause an examination of
the books and records of banks or licensees, when he deems it
necessary, by an accountant of his selection and at the expense of
the bank or licensee. The same authority relative to insurance
premium finance agencies is being requested in a bill accompanying
these recommendations.

Collection agency law since 1910 has required that each col-
lection agency file a surety bond with state treasurer in sum of five
thousand dollars. The law provides that an agency shall pay or turn
over to the person from whom any account is taken for collection,
the proceeds of such collection. The volume of collections by these
agencies has increased, and, therefore it appears to be desirable to
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increase the bond requirement to ten thousand dollars. The bill
recommended by me to the General Court would accomplish the
objective.

Section 248 of Chapter 93 of the General Laws, a portion of
the law relative to collection agencies, provides for an independent
investigation concerning the reputation, integrity and net worth of
an applicant for a license. It is recommended herewith that the
Commissioner be granted the authority to conduct the investi-
gation or cause an independent investigation to be made, the cost,
not to exceed fifty dollars, to be borne by the applicant. The cost
for an investigation at present is twenty-five dollars.

The Federal Truth in Lending Act provides that the civil liability
of a creditor who fails to make proper disclosure to a consumer
shall include the costs of court action as determined by a court.
Massachusetts law on the subject does not specify court costs in
the assessment of damages for a successful litigant, and the bill
filed herewith will clarify the matter.

Prior to legislation enacted in 1969 the Retail Instalment Sales
and Services statute required that a revolving credit agreement, in
order to be enforceable, had to contain the buyer’s signature. An
amendment to the revolving credit section of the law inadvertently
deleted the requirement which in my opinion, should be restored.
The accompanying draft of legislation would reinsert the provision.

In both Chapter 2558 of the General Laws, relating to the
financing of motor vehicles purchase contracts and Chapter 255D
of the General Laws, relating to the financing of goods and
services, a contract is defined as one “entered into” in this Com-
monwealth. A problem has arisen whereby some contracts signed
by Massachusetts consumers have been construed as being governed
by the law of another state when accepted by a seller in a state
other than Massachusetts, although the consumer signed in Massa-
chusetts, thereby depriving the latter of the protection of our laws.

herewith are two bills which seek to remedy the situ-
ation in that instalment contracts and revolving credit agreements
signed by consumers in the Commonwealth will be governed by
the laws of the Commonwealth. One of the bills would further
define a contract for retail instalment sales and services to include
a bailment or lease situation wherein a bailee or lessee has an
option to become the owner of goods upon fulfillment of his
contractual obligation. Similar language is contained in the truth in
lending and motor vehicle finance laws.



*

4



-



r

I


