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Cf)c Commontoealti) of 0ia00acf)U0etts

REPORT

Office of the Supervisor of Loan Agencies,
Room 102, State House, Boston.

To the Commissioner of Banks.

Sir: — Herewith I submit the eleventh annual report of the

Supervisor of Loan Agencies.

Attempt to amend the Rate.

There was introduced into the Legislature a bill to amend
the Small Loans Law.

The bill provided for three amendments: an increase in the

rate of interest for small loans from 3 to 3| per cent; that the

borrower, in case of chattel mortgages, should pay the record-

ing fee; that an assignment of wages need not necessarily be

accepted by an employer, but that the delivery of a copy of

the assignment, or order, should meet the legal requirements.

These changes were suggested for the following reasons: —
In 1908 the loan shark evil throughout the country had

grown to such proportions, and had become such a notorious

evil, that the Russell Sage Foundation of New York decided

to make a general investigation to ascertain how that evil

could be lessened and the loan shark business brought under

proper control. It recognized, as its reports show, that there

was a vast amount of necessitous borrowing, and that there

was vital need for the making of small loans. The first thought

of the Foundation was, what rate of interest could be estab-

lished to attract capital which w^ould conduct the business

along legitimate lines.

The Foundation's representatives in the investigation started

with the thought that 2 per cent per month would be sufficient.

As the investigation proceeded the rate rose to 2^ per cent, and
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in 1916 they had reached the conclusion that 3 per cent per

month was proper. Arthur H. Ham, representing the Founda-

tion, came before our Legislature in 1916 and presented his

belief that 3 per cent per month was sufficient, but the Founda-

tion had not finished its investigation. A year later it decided

that the proper rate was 3^ per cent, and it declared that to be

the "scientific rate," based upon what it termed a scientific

investigation of the subject-matter.

Prior to 1920 the rate for recording chattel mortgages was

75 cents. In some instances one record is made, in others two,

in accordance with the legal provisions. In 1920 the Legisla-

ture authorized town and city clerks to raise the rate of record-

ing from 75 cents to $2, which placed such an extra expense

upon the licensed money lenders that they absolutely refused

to make the small loans which they had been accustomed to

make. For instance, a necessitous borrower desired to borrow

$dO. The interest on that per month under the existing rate

would be $1.50, the expense of recording it once would be S2;

if it were necessary to record it twice, the expense would be 84;

therefore, in either event it would be a losing proposition.

If a borrower desired $100 for a month, the interest would

be $3, and if the mortgage had to be recorded once, it would

take two-thirds of the interest to meet the requirement; there-

fore, the lender was reducing his rate to 1 per cent per month.

If it were a case where the mortgage had to be recorded twice,

the loan would not be made as it would be a losing venture.

The only way under the circumstances by which a really

needy applicant could be accommodated by the licensed money

lender would be to have the aj)plicant borrow a larger amount

than he really needed, or to have a smaller amount extend over

several months instead of one, in order that the lender might

be reimbursed for the extra expense thus created. It is obvious

that this worked a liurdship upon tlu- borrower, and it was

thought better for his interest, and for all concerned, that he,

as in the case of other classes of mortgage, pay the cost of re-

(•o^(liIl^^ and ihaf expense conld ihiis be taken care ot and he

not be deprix'ed of an opportunity to eli'ect a loan.

In the making of assignment of wages it is now neeessary

that the assignment be accepted in writing by the employer.
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There are many large concerns which have an inflexible rule

that no assignments will be accepted; therefore, all their em-

ployees are debarred from making an assignment of wages for

a necessitous loan however urgent a case may be. The bill

provided that the mere notification to an employer, instead of

the assignment being accepted in writing, would be sufficient.

Many small concerns whose employees have been borrowers

have not objected giving their consent in writing, but the atti-

tude of the large concerns prevented their employees from bor-

rowing from a licensed money lender to meet necessitous de-

mands w^hich might be created through sickness, accident, or

other causes.

The committee on legal affairs, before which the bill was

heard, reported "leave to withdraw."

Liberty Bonds.

In the early part of the year Henry Van Dam and Harry

Bornstein, the latter representing the Realty Investment Com-
pany (both Van Dam and the company being licensed money
lenders as well as licensed pawnbrokers), sought to have this

Bureau make an increase in the rate of interest allowed on

Liberty Bonds. This was the second request of that kind

which had been made.

In December, 1918, the police departments which enforce

the rules and regulations, or the ordinances of cities in the Com-
monwealth where pawnbrokers are licensed, were notified that

a change had been decided upon in the rate of interest to be

charged where Liberty Bonds were accepted as pawns. The

interest rates for pawnbrokers licensed by such municipalities

must, under the law, be acceptable to this Bureau, and in 1912

rates were established by the then department of the Super-

visor of Loan Agencies for all licensed pawnbrokers in the

Commonwealth. In 1918, taking into consideration the abso-

lute safety of Liberty Bonds as a security, it was decided by

this department that under the circumstances there should be a

lowering of the rate both for pawnbrokers and for licensed

money lenders, and, therefore, a rule was issued that there-

after the rate should not exceed 1 per cent per month.
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The applicants for an increase in rate based much of their

argument upon the high rate of interest which they had to pay

the banks for money borrowed with which to conduct their

business. As the tendency of the interest rate seemed to be

downward, it was decided to wait a while and see whether that

tendency continued, and also to ascertain to what extent Lib-

erty Bonds were being pawned and to what degree money was

being borrowed upon them through loan agencies. In order to

ascertain the growth or the decline in that particular branch

of business, the following was obtained so far as it concerned

the licensed money lender: —

Loans, secured by Liberty Bonds, made during the Calendar Years 1918,

1919, 1920, by Licensed Loan Agencies.

Year. Xuinbrr. Amount.

1918
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There had been such a decided decrease in that class of

loans made, it was decided that no justifiable argument had

been presented from those sources to warrant any increase in

the rate.

In order to learn to what extent the pawnbrokers in the

Commonwealth had been engaging in that class of business,

letters were sent to Hon. Edwin U. Curtis, police commissioner,

Pemberton Square, Boston, and to the police departments of

Holyoke, Fall River, Lawrence, Lowell, New Bedford, Spring-

field and Worcester.

Commissioner Edwin U. Curtis of the police department of

Boston stated that it was impossible for the department to

furnish the desired information; that the records of the pawn-

ing of Liberty Bonds are the daily reports of the different

pawnbrokers, and are kept only one year; and that even for

1921 it would be necessary to go over about 800 reports for

each pawnbroker and tabulate the Liberty Bonds. He stated,

furthermore, that no other record is kept of Liberty Bonds

pawned because, by a decision of the courts, Liberty Bonds are

negotiable instruments, and even though a stolen bond was

found in a person's possession, unless it could be proved that

he stole it, he could not be held responsible.

Other cities replied to the effect that their records were in-

sufficient to give the information desired.

License Suspended.

The license of the Employees Discount Company, doing

business at 28 School Street, Boston, was indefinitely suspended

October 27 because it was charging interest in excess of the

legal rate, which, upon investigation, was found to be but one

feature in connection with the conduct of the business in

violation of law and in violation of the rules and regulations of

this Bureau. The Employees Discount Company has been

doing business in this Commonwealth since the small loans

business w^as placed under State supervision. The first appli-

cant for a license was John Finkelson, whose home address

was given as 709 41st Street, Milwaukee, Wis. He was the

applicant for two years, and was the only one, apparently, who

was interested financially in the business.
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The next owner of the company was C. T. Davis, 803 Mad-
ison Street, Chicago, III. There were others whose names

appeared as having a financial interest in the business, but

Davis was regarded as the owner thereof until 1921, when

James E. Richards, 231 Martin Street, ^Milwaukee, Wis., and

Charles T. Ireland, 289 Havre Street, East Boston, were the

ones who were credited with having money invested in the

business, the latter having been appointed in September, 1920,

as manager of the business. The applicant that year was W. J.

Stoddart, whose name also appeared as one having financial

interest in the company.

Complaint was made to this Bureau a few days before the

license was suspended to the eft'ect that customers were being

overcharged. An investigation disclosed that such was the

fact, and to what extent it had previously been carried on was

not fully disclosed because of changes in ownership and in

management, but from evidence introduced in the course of the

investigation it would appear that the method of doing busi-

ness had been practically the same for some time. The concern

conducted its business in such a manner that a borrower, unless

he was somewhat of an expert at analysis, could not detect

that he was overcharged. The concern had a regular schedule

for making loans. For instance, a 850 loan would be paid in

twenty-one weeks at S3 per week, or \u six months at 810.55

per month; a 875 loan would be ])ai(l in tliirt\ -two weeks at

83 per week, or in six iiioiitlis at SI"). So per iiioiitli, ami loans

of other amounts would be settled along similar definite lines.

By this method of oj)eration the comi)'iiiy was charging con-

siderable in excess of the legal rate, i)Ut the borrower knew

nothing aiiont the rate of interest exacted because that was a

matter ncNcr brought to his attention. It was so skillfully

hidden in the i)artial payment system exoKt'd that he had no

way of disco\'ering it.

As the pavnicnls wci-c made easy for him to meet, he felt

satisfied that cxcrytliing was being coiidnctci j propci'ly, and

there were nnmeroii^ com|)laints nnide by borrow i-i's who were

summoned to thi> odice to make statements regarding their

transactions with the company ix-cause their business dealings

were being inquired into, which they said were perfectly sat-
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isfactory to them because the accommodation was great, a neces-

sitous circumstance was met, and they had no fault to find

with the amount charged even if it was in excess of what it

should have been. Such persons were informed that it was not

a question of wdiether they were satisfied but whether the

Employees Discount Company was doing business in accord-

ance with legal provisions.

Reports of the company to this office, which are made

weekly, were invariably made out correctly, and from them it

appeared that all loans were being made on the installment

payment system, and that interest was being charged at the

rate of 3 per cent per month. The reports of interest received

were to the effect that the regular interest rate was being

charged and received, and so far as the reports of loans made

and loans discharged were concerned, there appeared to be

no irregularity whatever, but investigation proved that those

reports were made solely to be submitted to this office.

Evidence which was not to be disputed was that the com-

pany kept two sets of books, one ready to be inspected at any

time by this Bureau, and the other for the purpose of keeping

an accurate account of its transactions with its customers. A
diligent search of the office failed to disclose the private set of

books, which would have shown each individual's transaction

and the number of payments which had been made, the amount

of each payment, and what the return to the office would be

under its illegal method of conducting the business. Reports

of the business w^ere sent frequently to the "home office,"

which is understood to have been to Richards, who, it was

alleged, was connected with a chain of money-lending offices,

but evidence to that effect w^as not sufficiently strong to war-

rant the name being mentioned of the owners of the chain.

Immediately upon the discovery of the methods of the com-

pany, all of its customers were notified by this Bureau not to

make any more payments without first consulting this office,

in order that there might be a computation of the customer's

account so that he might know whether there was a rebate due

him or what his legal obligation was. At the close of the year

many of the accounts had not been figured, therefore not set-

tled; and no interest charge was permitted against any cus-
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tomer pending the time of the notification sent him and the

time when the case was figured by this office, in many in-

stances weeks intervening, and in some unsettled cases contin-

uing for many more weeks. In this manner a large amount of

money was saved the borrowers which would have been paid

had the company continued its former methods. The suspen-

sion of the license will not be rescinded, and, so far as this

Bureau is concerned, the company has gone out of business in

this Commonwealth.

Suspension of a license is regarded as far more effective than

its revocation, because under the latter the license would be

surrendered and there would be no further supervision of the

business of a company, but under indefinite suspension super-

vision is retained until the expiration of the license year, which

gives an opportunity to dictate to a great degree the conditions

under which liquidation shall take place, which is more bene-

ficial to the borrower than any other method which could be

utiHzed.

There was no prosecution in this case because the instigators

of the plan by which the company had been doing business

could not be reached as they were residing outside of the

Commonwealth. While the managers were culpable, but one

was residing within the State, and that was Charles T. Ireland,

who claimed that he had a financial interest in the business,

but his contention was not regarded seriously. A prosecution

might have resulted in a fine or imprisonment penalty, but this

Bureau believed that better results would accrue to the hun-

dreds of the company's borrowers by taking the course it did

and i)r()tccting ciicli indixidnal's intci'cst, wliich conld nul li;i\"e

been done so ell'ectiwly if any other action had been taken.

The methods of the Kini)l(iyees Discount Company- were given

much j)ul)licity, which could I»n1 rcdonnd to the benclit t)f the

borrowing public, and g;i\(' \v;irning lliat it ;ind those associated

with it were not worthy of further confidence, v\c\\ though it

nii^dil carr\- out its ;it one time jinnounccd intention of eon-

tinning in the loan business, bnt nuking Inans in excess of S.'iOO.

The experience with tlu' Eni|)loyees Disconiit ('om|)any but

enij)hasi/,es the o|)inion long held by this Bnrcan that it is inad-

visable to grant a licence to a money-lending concern located
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outside the Commonwealth, because of inability to get in im-

mediate touch with it in case any matter arises which requires

consideration. The manager of an outside company seems to

feel that he cannot make a move or offer an explanation with-

out consulting the "home office," which is a source of annoy-

ance and inconvenience to this Bureau when matters requiring

prompt attention ought to be attended to immediately.

Discounting Loans.

Practically a third of the licensed money lenders of the Com-

monwealth discount their loans at definite rates of discount.

The Morris Plan Companies, with possibly a single exception,

began their business by discounting at 6 per cent, with a 2 per

cent charge as an investigation fee, which in reality made the

discount rate 8 per cent. They also required 2 per cent weekly

repayments, and by this process, where fines imposed upon de-

linquents are not considered, the rate is 19.3 per cent. With

some of the Morris Plan Companies there have been changes

of late in the discount rate, which in certain instances has been

somewhat increased in order that the business might be suf-

ficiently profitable, which under the original rates, it is asserted,

was not the result. Other licensed lenders have definite rates of

discount which apply to all their loans. A few vary their

rates of discount according to the amount of the loan and the

time for which it is to run, and under these circumstances

there is a likelihood of an excess of the legal rate of interest

being charged unless special care is exercised in computing the

expense to the borrower.

For illustration, a loan is discounted and weekly payments

agreed upon, and the loan is to run for a definite length of

time. The borrower, however, within a certain time after the

contract has been made, wishes to discharge his obligation, not

desiring to wait until the expiration of the time limit to which

the lender is agreeable. Then arises the question, what amount

can the lender legally collect at that time? The Massachusetts

Industrial Plan, Inc., operates in this manner: If a borrower

wishes to break his contract, the actual amount of money

given to the borrower is taken as the loan and not the face of
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the note, and interest is computed thereon at 3 per cent per

month on balances; the weekly installment payments which

have been made are deducted on a monthly basis. The ^Morris

Plan Companies in certain instances have paid the borrower 5

per cent of the unpaid balance for the unexpired term as a

rebate, and by so doing reduce the original discount rate. In

other instances they have rebated, basing their action upon the

method adopted by insurance companies in rebating premiums.

This is a concrete example of the discounting method: A
loan agency discounted a note for 8200 on Xov. 14, 1921, at

12^ per cent, the borrower having the use of SI 75 for the first

week only, as the repayments agreed upon were S4 per week.

The borrower paid for twelve weeks, or S48, then wished to dis-

charge the loan, and the agency collected S142.7o. making

S190.75 paid by the borrower for §175 for three months. This

amount made the rate 3 per cent per month, disregarding the

fact that installment payments had been made, but the rate

actually charged Avas in excess of the legal rate because of

those installment repayments and a refund was due the bor-

rower, and until this refund had actually been made, the total

cost to the borrower was at the rate of 38. 7 per cent. If a

refund of SI.09 were made, the interest rate would be exactly

3 per cent per month. If the contract had been fulfilled, the

computation of such a loan shows that the expense to the bor-

rower would have been 34.7 per cent. By calculating according

to the terms of the contract, the refund was So.(i7. This

figure is obtained as follows: SI 27 due on the loan plus S4.31

(the interest earned during the t\v»'l\e weeks) ]>jus S.").7.")

(twelve fifty-seconds of SiT), the auiouiit of tlic discoimt)

equals S137.08, the amount actually due ;it ili;n time; sub-

tracting this figure t'r(tiii 8142.75, tlir aimuiut ;i(lu;illy collt'ctrd.

leaves S5.<'i7.

As all such loans are r('])ort('d weekly to this Bureau on bhiuks

showing the rate of discount, the uuudx'r of weeks tor which

till' loan is to run, and tlic jniouni of the weekly repayuieuts,

th<' circunist.'i iices uiuhT which the Io;im w;is nwuh' arc easily

C(»uiprchcii(h'<L Then when the report i-. maih' ol' the (h^-charge

of such a hian, it is at oiiee ((i!iipare<l with the oriuin.-i I report,

ami if It is (liseh.'irgcd hcfore the time airrccd iiixm, it is immc-
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diately figured to ascertain whether by such settlement prior

to the time agreed upon the expense to the borrower is within

the legal limit. One not thoroughly familiar with the intricacies

of computing interest under such circumstances is likely to

make a mistake, and it is to avoid such a possibility that the

records of these loans are watched very carefully to see that

the rights of the borrower are protected against possible mis-

takes in computation.

Various Topics.

In the summer of 1921, as the result of careful consideration

of the advisability of so doing, there was formed the Massa-

chusetts Industrial Licensed Lenders Association. The an-

nounced principal objects of the association are to improve the

small loans business; to advocate legislation, having the ap-

proval of this association, uniform in character and providing

for State license and bond, a supervision and examination by

State officials; to assist in the education of the public to the

service rendered by its members; to obey the uniform loan

laws and police the business; to regulate public advertisements

and circulars so that they shall be truthful and straightforward;

to establish uniformity in forms, books, and accounts satisfac-

tory to the licensing officials; to maintain good relations with

all State officials and their examiners, and deal with them

frankly in a spirit of co-operation; to assist and co-operate

with all members of this association and affiliated State asso-

ciations in respect to accurate credit information, and assist in

the collection of accounts, dealing with them always in a

spirit of fraternity and helpfulness.

At the meeting when the organization was effected there

were represented twenty-five industrial loan agencies of the

State. Preceding the business meeting and following the ban-

quet, those present w^ere addressed by the Supervisor of Loan

Agencies, H. G. DeWeese, field secretary of the American

Industrial Licensed Lenders Association, William E. Pool of

this city, and Edgar P. East of New York. At the business

session an executive committee was elected as follows: W. E.

Pool, Boston, chairman; Daniel J. Wholey, Lowell, vice-chair-

man; H. J. Desormaux, New Bedford, secretary; George A.



14 • LOAN AGENCIES. [Jan.

Ingalls, Boston, treasurer; ^Michael R. Connelly, Lynn, Warren

J. Baldwin, Boston, and Edo;ar P. East, New York. At a

meeting of the directors held Dec. 15, 1921, the following reso-

lution was passed by way of preparation for another effort to

have enacted in this Commonwealth a 3^ per cent law as ad-

vocated in the Uniform Loan Law, the sponsor of which is the

Russell Sage Foundation :
—

Whereas, The Massachusetts Industrial Lenders Association feels that

it is desirable to have introduced at the 1922 session of the Massachusetts

Legislature an amendment to the present Small Loan Law in order to

make it more consistent "with the Uniform Small Loan Laws now in opera-

tion in a number of States; therefore be it

Resolved, That a committee, consisting of W. E. Pool, E. P. East and

H. J. Desormaux, be appointed to confer "nith representatives of the

Russell Sage Foundation and the officials of the American Industrial

Lenders Association, and solicit their assistance and support of the pro-

posed amendment; be it further

Resolved, That the above-named connnittee be and is hereby authorized

and empowered to act for the Massachusetts Association in connection

^\•ith the amendment and take the necessarj' steps to further its passage;

be it further

Resolved, That as January- 10 is the last day on which bills may be

introduced in the Massachusetts General Assembly, that the secretary of

the Massachusetts Association is hereby directed to inunediately address

letters containing copies of the above resolutions to the acting director

of the Di\ision of Remedial Loans of the Russell Sage Foundation, and to

the general secretary of the American Industrial Lenders Association.

An interesting comnuuiicatiou was recci\"('(j from Saimu^l

Gottlieb, as follows: —
Samuel Gottlieh,

Counsellor at Law,
73 Tremont Street.

Boston, Mass.. May IJ, 1021.

Dear Mu. Pori:: — A company or association engaged in the business

of making loans of any amount also makes many loans under S'M)0. The

company is not licensed, aiid tlicrcroic cMiniot Ictinlly chaigc more than

12 per cent on loans of !530() or under.

The company makes a ]f)an of .S-'JOO for Ihrcc luoiillis ;iii(l clinrjics 1 jier

cent a month, or ',i ])er cent for the three months. Tlie eoin]iany giv(^s to

the borrower a check for .S3UU, and the i)orrower at once jiays to the com-

pany in cash the interest on the loan, amounting to S9. The loan is to

nm for the full tenn of three n\ontlis, and there are no jirovisions for

weekly or monthly jiayrnent."^.



1922.1 PUBLTC DOCUMENT— Xo. 05. 15

Is sucli a loan considered illegal or in violation of the small loans statute?

I understand that you have once expressed the opinion that such a trans-

action is illegal because the effect of the transaction above explained is to

give to the borrower $291, and to compel him to pay |9 on that sum for

three months, so that the rate of interest exceeds 12 per cent, in fact, I

believe you figured it to be 12.76 per cent per annum.

I have since been studying the matter, and upon an examination of the

decisions of the Massachusetts courts, found the following language in

the case of Agricultural Bank v. Bissell, 12 Pickering 586, at 589: —

Upon the other point raised, that taking the interest in advance is usurious, we
think it too well settled by a series of decisions both in this and other States, to

be now questioned, that such practice is not a violation of the statute and does

not render the contract usurious.

The great weight of authority and decisions in other States are in

accord with the Massachusetts view above quoted.

I wonder whether or not you consider the matter of enough importance

to ask for an opinion from the Attorney-General.

Yours very truly,

Samuel Gottlieb,

Frank H. Pope, Esq., Supervisor of Loan Agencies,

State House, Boston, Mass.

I deemed the matter hardly of sufficient importance to ask

for an opinion from the Attorney-General as such an issue had

not been raised and brought to the attention of this Bureau,

and having the behef that there was no likehhood of an issue

of that kind arising. The opinion of the Supreme Court indi-

cated that questions relative to the making of small loans was

long ago given serious attention in this Commonwealth, for

the transaction upon which the decision w^as based took place

June 2, 1824. Whether that decision would be acceptable at

the present time might be a serious question in view of the

phraseology of the Small Loans Act, which was enacted eighty-

seven years after the decision rendered by the Supreme Court.

House Bill No. 1175 provided in section 3, clause G, page 55,

for the exemption of security of those corporations which needed

no further regulation because they were all under the super-

vision of the bank or insurance commissioners, and named as

those qualified for exemption national banks. State banks,

trust companies, co-operative banks, and credit unions, but
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failed to mention loan agencies, although they are under the

supervision of the Division of Banks and Loan Agencies. This

omission was called to the attention of the Hon. Wellington

Wells, chairman of the legislative committee on banks and

banking, that the mistake might be rectified.

In the course of the year a goodly number of individuals

called at this Bureau in regard to the methods of dealers in

new and second-hand automobiles, especially relative to the

rate of interest which they charged their customers. The

custom was, and probably is, that when a car was sold to be

paid for in installments, which transaction presumably carried

with it a satisfactory profit, the seller would then make out

notes for the balance, a note to run for one month, another for

two months, another for three months, another for four

months, each note for a similar amount upon which the rate of

interest was 2 per cent per month. It was pointed out to

claimants that there was no relief so far as this office was con-

cerned, because the notes were based upon the sale and had no

reference whatever or relationship to a loan, and therefore

this Bureau had no jurisdiction.

The only decision rendered by the Supreme Court in the

course of the year which bore any relationship to the small

loans business was the following: —

Clapp r. Gardner.
Ply-viocth. Jan. 7, 1921.

Mortgage— Foreclosure — Failure of Mortgagee to Disclose Notice to

Person Entillcd to Notice — Literal Compliance with Terms of Deed,

hut Failure to Exercise Diligence and Good Faith in Methods Adopted—
Purchase of Property at Less than Actual Value.

CRf)suY, .J. This is a hill in e(iui(y hrotiKht to s<^t aside the foroclosuro

of a mortgage given hy VMvu .1. Murphy to the ])laiiititT Clapp and hy

him assigned to the defendant, togeUicr \\\\\\ the imic that tli(> mortgage

was given to secure. I'hc note was for .S'-'Od ainj was indorsed in blank

to the defendant. Thr real estate (k'scrihed in the mortgage w;us suhjecl

to a prior mortgage? for .Si, (MM). The mortgagor was admit tt^i as a party

plaintiff and the case was rcfcrnMl to a master, who found that ;it the

time of the assignnifht ( 'l;ip|i lold ili(> defendant "lliat in case of any

Iroulilc with tlic mortii.MUc lir WDuld lake it off di'fcndnnt 's hands."
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The master found that no actual notice of the foreclosure proceedings

was given to the mortgagor or to Clapp, and that no attempt was made
to notify either of them; that on the day before the sale Clapp and the

defendant had some talk "about the defendant's mortgage transactions,"

but that the foreclosure sale in question was not mentioned by the de-

fendant; that the latter "knew of the intended sale and had no reason

to think that Clapp did know of it;" that neither Clapp nor the mort-

gagor knew of the foreclosure proceedings until after the sale; that Clapp

at all times stood ready to carry out the promise made to the defendant

to take the note off his hands if he wished him to do so. An action on the

note has been brought by the defendant against Clapp, and is now pending.

The master also found that, while there was a literal compliance with

the terms of the mortgage in the foreclosure proceedings, the defendant's

attorney, acting for the defendant, bid off the property for $50 and that

there was no other bidder; that the defendant knew the amount for which

the property was sold was less than a fair and adequate price and that its

fair market value was at least $2,000; that the defendant knew that

Clapp would expect a notice of the foreclosure proceedings and was

wilhng and able to protect the defendant from loss; that Clapp was

misled by the failure of the defendant to say anything about the sale at

the time of their conversation; that the failure to notify Clapp and the

,
mortgagor was intentional, the purpose of the defendant being to get

the property at less than its value, and also to hold Clapp on the note

besides; that "the defendant did not use good faith in the conduct of the

foreclosure proceedings and did not use reasonable diligence to protect

Miss Murphy, the mortgagor, and Mr. Clapp, the endorser on the note,

from loss." As the evidence is not reported, these findings must stand.

Considered together they clearly indicate that the defendant did not

exercise that diligence and good faith which the law requires in executing

a power even though there was a literal compliance with its terms.

The subsidiary findings amply support the general finding and make
it apparent that the defendant's dominant purpose was to bid off the

property for a sum less than its value, and also to hold the plaintiff Clapp

to the payment of the amount due on the note. In these circumstances

the finding that the defendant did not act in good faith or use reasonable

diligence to protect the interest of the mortgagor and Clapp was war-

ranted. Montague v. Dawes, 14 Allen 369. Bon v. Graves, 216 Mass.

440. Winchester Rock & Brick Co. v. Murdough, 233 Mass. 50, 54.

Although at the time of the sale Clapp had parted with his interest in

the mortgage and claim thereby secured, he remained liable as indorser

on the note. If the amount realized from the sale equalled or exceeded the

amount due on the note, together with the expenses of the sale, his liabiHty

would have been extinguished; accordingly he was interested in the exe-

cution of the power in good faith and had a right to expect the defendant

would exercise reasonable diligence in an effort to secure a fair price for

the property. While he did not have a specific lien upon the mortgaged
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premises, his liability as indorser on the note, especially in view of his

promise to the defendant to pay the note whenever the latter might

request such pa^^nent, is sufficient to entitle him to maintain the bill

under general principles of equity jurisprudence. Emerson v. Atkinson,

159 Mass. 356. Skolnick v. Greenberg, 230 Mass. 359. Goodell v. Har-

rington, 76 X. Y. 547. Rohrbach r. Germania Ins. Co., 62 X. Y. 47.

Brewer v. Landis, 111 !Mich. 217. The demurrers to the bill and the

amended bill were rightly overruled.

As no appeal was taken from the interlocutor}' decree oven'uhng the

defendant's exceptions to the master's report, they are not before us.

Xo objection is made to the form of the final decree; however, it

should be modified by declaring that the foreclosure sale is void; as so

modified it should be affirmed with costs.

Ordered accordingly.

W. G. Roire for plaintiffs.

R. T. Anthony for defendant.

In this instance a note was given for S200, a salient feature

in connection with the case being failure to give notice of fore-

closure proceedings.

The Legislature, upon petition of E. Gerry Brown, former

Supervisor of Loan Agencies, granted him an annual pension

beginning Jan. 1, 1921. The bill was referred to the social

welfare committee, before which, and before the ways and

means committee, ]\Ir. Brown declared that the Retirement

Board had denied him a retirement allowance to which he was

ejititlcd by reason of his service, and he appealed to the com-

mittees to take favorable action upon the bill. ]\Ir. Brown

stated that he served as Supervisor of Loan Agencies from IDU
to 1915, in the course of which time he reached the age of

sixty-five, makijig Iiiin eligible for retirement under the State

Ketirement Act. The Board had taken the position, he as-

serted, that he should liave applied for the retirement allowance

when he \c\'i tlic State ser^ice. lie stated that he was rcnioxcd

by Ex-(io\'erji()r Walsh.

He declared, furtlierinorc, that it was the diilx nt' ilic State

Board, under the law, to grant him the ailowniicc without aj)-

plicatioii. lie added that during his uieiiiltcrship in i\\c ('(in-

stitutional ('oiix'ention and in the I ,egi>lal nre, since his eni-

])loynient l)\ the Slate, he did not press the inatlei-, Iml then

felt that till' State Ihianl slionid lia\<' irranled liis re(|nest.



1922. PUBLIC D0CUMP:NT— No. 05. 19

Annual Reports of Chartered Companies.

COLLATER.\L LOAN CoMPANY, BoSTON.

Loans outstanding Sept. 30, 1921 $1,524,907 32

Assets $1,780,887 61

Amount of loans made $3,253,791 92

Number of loans made 71,500

Average size of loan $45 51

Average income of loan $2 36

Average cost of loan $1 96

Total income $168,855 49

Total expense . 140,399 94

In favor of income $28,455 55

Expenses itemized

:

Salaries ....
Wages ....
Taxes ....
Dividends

Remainder in other items

Number of salaried persons

Average salary per year .

Number of wage earners .

Average wage per year

Workingmen's Loan Association, Boston.

Loans outstanding Sept. 30, 1921

Assets ....
Amount of loans made
Number of loans made
Average size of loan .

Average income of loan

Average cost of loan .

Total income

Total expense

In favor of income

Expenses itemized

:

Rent .

Salaries

Wages
Taxes

Dividends

Remainder in other items

$13,912 78

$15,648 21

$23,035 88

$81,364 50

$6,438 57

3
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Number of salaried persons

Average salan- per year .

Number of wage earners .

Average wage per year

S2,S62 36

9

SI, 109 41

Worcester Collater.\l Loax Association.

21 . . .Loans outstanding Sept. 30, 19

Assets

Amount of loans made
Number of loans made
Average size of loan .

Average income of loan

Average cost of loan .

Total income

Total expense

In favor of income

S122.549 54

S130,.529 66

S129,S79 26

1,910

S6S 00

SIO 64

SS 47

820,328 35

16,177 84

84,150 51

Expenses itemized

Rent .

Salaries

"Wages

Taxes

Dividends

Remainder in other items

Number of salaried jiersons

Average salary per year .

Number of wage earners .

Average wage per year

8777 67

.82,441 73

82,748 00

81,435 97

84,914 00

83,860 47

1

82,441 73

2

81,326 00
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Loans outstanding, etc., Chartered and Licensed Agencies.
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LOAX AgEXCIES IX BOSTOX DOIXG BOTH SECURED AXD UXSECURED

BusixE.-:s.

Working
Capital
Dec. 31,

1921.
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