
Senate, February 5, 1953.

The committee on Bills in the Third Reading, to whom
was referred the House Bill making certain changes in
the laws relating to co-operative banks (House, No.
1328), report recommending that the same be amended

by substituting therefor a new draft entitled “An Act
defining ‘net profits’ of co-operative banks and providing
for the distribution thereof” (Senate, No. 548), and
that, when so amended, the same will be correctly drawn.

For the committee,

NEWLAND H. HOLMES.
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In the Year One Thousand Nine Hundred and Fifty-Three.

An Act defining “net profits” of co-operative

BANKS AND PROVIDING FOR THE DISTRIBUTION THEREOF.

1 Whereas, The deferred operation of this act would
2 tend to defeat its purpose, which is to make the pro-
-3 visions contained therein effective immediately, there-
-4 fore it is hereby declared to be an emergency law,
5 necessary for the immediate preservation of the pub-
-6 lie convenience.

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

1 Section 1. Section lof chapter 170 of the General
2 Laws, as most recently amended by sections 1 and 1A
3 of chapter 168 of the acts of 1952, is hereby further
4 amended by adding at the end the following para-
-5 graph;
6 “Net Profits”, the profits appearing before pay-
-7 ment or provision for payment of federal taxes based
8 on income, and before making the transfers and dis-
-9 tributions provided by sections thirty-seven and

10 thirty-eight.

Cfte Commontoealtb of Massachusetts

1 Section 2. Said chapter 170 is hereby further
2 amended by striking out section 37, as appearing in
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3 section 1 of chapter 371 of the acts of 1950, and insert-
4 ing in place thereof the following section:
5 Section 37. The board of directors, at each dis-
-6 tribution date which shall be quarterly, semi-annually
7 or annually on a bank day, shall distribute the net
8 profits in the following manner;

9 (a) There shall first be transferred to the guaranty
10 fund the amount required under section thirty-eight.
11 (6) After such transfer to the guaranty fund, divi-
-12 dends and interest shall be distributed to the various
13 classes of shares and accounts referred to in section
14 thirteen, then existing, at such dividend and interest
15 rates respectively applicable to each class as shall be
16 determined by the directors. No such rate shall exceed
17 the rate applicable to serial shares, nor shall any such
18 rate exceed five per cent per annum unless at that time
19 the aggregate amount of the guaranty fund and surplus
20 exceeds ten per cent of the assets of the corporation.
21 Such distributions to each class of shares shall be made
22 on the basis of their value at that time and shall be
23 computed on the basis of a single share fully paid to
24 the date of distribution. Distributions to paid-up
25 shares, as to each holder thereof, shall be credited or
26 reserved for credit to a .savings share account or a
27 dividend savings account in his name, or shall be paid
28 to him if he or the corporation so elects. Paragraph
29 (c) of subsection three of section thirteen shall apply
30 to distributions to savings share accounts and to divi-
-31 dend savings accounts. Distributions to club ac-
-32 counts shall be in accordance with the terms thereof.
33 Any distributions which are to be credited to savings
34 share accounts, dividend savings accounts and club
35 accounts may, at the option of the directors, be re-
-36 served for credit at a later date which shall be within
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37 three months as to savings share accounts and divi-
-38 dend savings accounts, and within one year as to
39 club accounts. Nothing contained in this section shall
40 be construed as preventing any such corporation from
41 making, within its taxable year as determined for fed-
-42 eral income tax purposes, at least four distributions if
43 on a quarterly basis, or at least two distributions if
44 on a semi-annual basis, or at least one distribution if
45 on an annual basis.
46 (c) After such distribution or provision therefor,
47 any balance of net profits then remaining shall be
48 transferred to one or more of the following accounts:
49 to the surplus account referred to in section thirty-
-50 nine, to the guaranty fund, to a reserve for bad debts,
51 to other reserve accounts, to a profit and loss account,
52 or to an undistributed earnings account; subject,
53 however, to such appropriate adjustments of amounts
54 so transferred during the taxable year of such corpo-
-55 ration as may be made for federal income tax pur-
-56 poses prior to or as of the end of such taxable year.
57 No supplementary or extra distribution of dividends
58 or interest shall be made from any amounts so trans-
-59 ferred unless, at the time of such distribution, the
60 combined guaranty fund, surplus account, reserve for
61 bad debts and unallocated reserves, in the judgment
62 of the board of directors, shall equal at least eleven
63 per cent of the share liability of such corporation.


