
HOUSE 331

Off ce of the Bank Commissioner

Hon. Albert P. Langtry, Secretary of the Commonwealth, State House.
Boston.

Dear Sir: —ln accordance with chapter 269 of the
General Acts of 1915, I am submitting herewith recom-
mendations pertaining to banks and banking, together with
the drafts of the bills for the consideration of the Legislature.

These recommendations will be embodied in the supple-
mentary report of the Bank Commissioner.

Respectfully yours,

AUGUSTUS L. THORNDIKE

SCbe SCommontocnlt!) of 09assaclmsetts.

Bank Commissioner.
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RECOMMENDATIONS OF THE BANK COMMIS-
SIONER IN ACCORDANCE WITH THE PRO-
VISIONS OF CHAPTER 269 OF THE GENERAL
ACTS OF THE YEAR 1915.

I hereby make the following recommendations for con-
sideration and action by the General Court for the ensuing
year:

A. Under the existing statutes saving banks are limited
to their investments in railroad bonds to those issued by
railroads that operate their roads and with specified earnings
for a definite period of years. In the opinion of the at-
torney-general, the taking and operation of the railroads by
the United States government has disqualified these bonds
as savings bank investments. As the government has
declared its intention to pay a just compensation, the bonds
of the railroads so taken over by the government should not
in my opinion be invalidated. I therefore recommend
amendments to our existing statutes in order that savings
banks may continue to invest in the same kind of bonds as
before.

B. The statute provides that trust companies shall not
make a loan to any one person in excess of a certain propor-
tion of its capital stock and surplus. The spirit of the law
is to prevent too large a part of its capital being invested in
one place or enterprise. By making loans to various
persons with the same collateral or by making a division of
the collateral and making various loans on the various parts
of the collateral,, one person or a group of persons might be
able to use the entire resources of one trust company in
aiding their own schemes. To avoid such contingency, I
recommend an amendment to the statute to prevent such a
situation.
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C. The savings banks are required to make a classified
statement each fifth year of certain persons and organiza-
tions who make a deposit during that year. It would seem
more satisfactory if the classified statement gives the number
of such persons and organizations and the extent to which
they avail themselves of the savings banks at the date of
the annual reports of those years, inasmuch as the trans-
actions of a single year do not fully indicate the accumula-
tions of the amounts of these classified deposits.

D. The savings banks have performed a service to the
government of the United States by enabling their de-
positors who have purchased Liberty Loan bonds to leave
their bonds where they may be safely cared for, and this
accommodation has undoubtedly stimulated the purchases
of the Liberty Loan bonds by persons who had no place to
store them against loss. As there is a doubt as to whether
a savings bank can legally receive deposits of bonds for safe-
keeping, I would recommend a statute authorizing them to
perform that task.

E. As to credit unions, although they are organized for
the purpose of accumulating
their members and making 1c

and investing the savings of
>ans to members for provident
thorizes the use of the word
Board of Bank Incorporation,
eir investments as are other
make loans on second mort-

purposes, yet the statute ai

“bank” if approved by the
They are not limited in tl
Massachusetts banks. They
gages and loans beyond the confines of the Commonwealth
and, generally speaking, obtain a larger interest rate than
do other banking institutions. As they are carried on for
the profit of their members, I see no reason why they shoidd
be exempt from taxation as eleemosynary institutions. I
therefore again recommend that they be not exempted from
taxation. I also recommend that their loans on real estate
be limited to at least 80 per cent, of the value of improved
property or 50 per cent, of the value of farm lands loaned on,
and that their loans beyond the confines of Massachusetts be
limited the same as are those of savings banks and trust
companies, and that the committee recommending such loans
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shall make reports of the value of the property in the same
manner as is required of savings banks.

F. I again call to your attention that chapters 470 and
610 of the Acts of 1914 prohibit other than incorporated
banks and licensed bankers from soliciting or receiving de-
posits or transacting business in the way or manner of a
savings bank. They do not prevent others than incorporated
banks and licensed bankers from receiving deposits of money.
It would seem that all persons, partnerships, associations
and corporations receiving small amounts of money as above,
and who are not under State supervision, should be required
to so inform those who entrust money to their care, and in
order to determine who may be carrying on such banking
this department should have the necessary authority to
investigate.


