SENATE

183

To accompany the petition of the Massachusetts Co-operative Bank
League, by William F. Desmond, chairman, for legislation relative to
loans and investments of co-operative banks. Banks and Banking.

Che Commontoealth of Massachusetts
In the Year One Thousand Nine Hundred and

Thirty-One.

An Act relative to Loans and Investments of Cooperative Banks.
Be it enacted by the Senate and House of Representatives in General Court assembled, and by the
authority of the same, as follows:

Section 1. Section twenty-one of chapter
1
2 one hundred and seventy of the General Laws
3 is hereby repealed.
Section 2. Said chapter one hundred and
1
2 seventy is hereby further amended by striking

3 out section twenty-three and inserting in place
4 thereof the following:
5 Section 23. The directors may invest any
6 funds of the corporation only as follows:
7
First. In first mortgages of real estate located
8 in this commonwealth or upon the shares of the
9 bank upon conditions imposed by sections twenty-10 five, twenty-six or twenty-seven of this chapter.
Second. In loans to other co-operative banks
11
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12 located in this commonwealth but not more than

13 one per cent of the assets of the loaning bank to
14 any one co-operative bank.
15
Third. In any of the securities named in the
16 second clause of section fifty-four, chapter one
17 hundred and sixty-eight of the General Laws.
18 Fourth. In any of the securities named in the
19 sixth clause of said section.
20
Fifth. In the securities named in the fifth
21 clause of said section provided that not more than
22 five per cent of the total resources of any such
23 bank shall be invested in the bonds of telephone
24 companies, nor shall more than two per cent of
25 said resources be invested in the bonds of any one
26 telephone company.

Sixth. In the securities named in the sixth A
28 clause of said section provided that not more than
29 fifteen per cent of the total resources be invested
30 in bonds under this clause nor shall more than
31 two per cent of said resources be invested in the
32 bonds of any one such corporation.
33
Seventh. In demand deposits or in time
34 deposits of national banking associations located
35 in this commonwealth and trust companies
36 incorporated in this commonwealth; in deposits
37 in savings banks, institutions for savings, savings
38 departments of trust companies incorporated in
39 this commonwealth, savings departments of na-40 tional banking associations located in this com-41 monwealth, provided that not more than five
42 per cent of the total resources of such co-operative
43 bank shall be deposited in any one bank.
27
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Section 3. Section twenty-five of said chapter
1
2 one hundred and seventy is hereby amended by
3 striking out all after the word “loan” in the
4 eighth line,
so as to read as follows:
Section
25.
shall
5
No loan
be made upon real estate

6 unless a written application is made therefor,
7 showing the date, name of applicant, amount of
8 loan desired, description of property offered and
9 other information deemed necessary. A written
10 report thereon shall be made by at least two
11 members of the security committee, signed by
12 them, approving the security offered and certify-13 ing to the value of the property according to
14 their best judgment. The application and report
15 shall be filed and preserved with all other papers
16 relating to the loan.
Section 4. Said chapter one hundred and
1
2 seventy is hereby further amended by striking

3 out section twenty-six and inserting in place
4 thereof the following:
5
Section 26. For every loan made upon real
6 estate a note shall be given, accompanied by a
7 transfer and pledge of the requisite number of
8 shares standing in the name of the borrower,
9 and secured by a mortgage of real estate situ-10 ated in the commonwealth, the title to which is
11 in the name of the borrower and which is un-12 encumbered by any mortgage or lien other than
13 municipal liens or such as may be held by the
14 bank making the loan. No loan upon one parcel
15 of real estate shall exceed twelve thousand
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16 dollars and no loan shall exceed eighty per cent
17 of the value of the property as certified by the
18 security committee on improved real estate, nor
19 more than fifty per cent when the security is
20 vacant land. The shares so pledged shall be
21 held by the corporation as collateral security
22
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for the performance of the conditions of the
note and mortgage. The note and mortgage
shall recite the number of shares and the series
to which the shares belong and the amount of
money advanced thereon, and shall be conditioned upon the payment at or before the stated
meetings of the corporation of the monthly dues
on said shares, and the interest upon the loan,
with all fines on payments in arrears, until said
shares reach their matured value, or until said
loan is discharged. Upon the adoption of this
section the number of pledged unmatured
shares that may be issued to or held by any
person in any one bank at the same time is
increased from forty shares to sixty shares. If
the borrower fails to offer security satisfactory
to the directors within the time prescribed by
the by-laws, his right to the loan shall be
forfeited and he may be charged with one
month’s interest at the determined rate, and
with such part of the expenses incurred as may
be determined by the board of directors; and
the money appropriated for such loan may
subsequently be reloaned.
Any loan on improved real estate made and
secured in the foregoing manner may, at the
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option of the owner of shares pledged and
with the approval of the directors, be converted into a demand or time loan bearing
interest at a determined rate payable monthly,
and secured by a new note evidenced by a first
mortgage in common form upon said real estate,
whenever the full value of shares pledged to
secure such loan, after deducting all fines and
any other charges legally incurred, respecting
said shares, shall equal or exceed twenty-five
per cent of the amount of the original loan, but
not within four years from the date thereof;
provided, that upon application of the shareholder for such conversion, a report approving
the security for such converted loan and a
certification of the value of the real estate
securing the same shall be made in the manner
provided by section twenty-five for original cooperative bank loans and that said converted
loan when made will not exceed sixty per cent
of the value of the real estate as certified as
aforesaid and said shareholder shall subscribe
for and pledge such number of shares in the
current series as the treasurer may determine.
In the event of the conversion of a co-operative bank mortgage into a common form mortgage as above provided, the value of the shares
held by the shareholder or assigns, after deducting all fines and any other charges legally
incurred and such sum as will reduce the unpaid
balance to the nearest multiple of fifty dollars,
shall be credited to the owner thereof, the co-
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80 operative bank mortgage discharged and the
81 shares surrendered and cancelled.
82
No mortgage shall be converted under this
83 section when the total amount of converted
84 loans thus acquired, shall equal or exceed fifteen
85 per cent of the aggregate amount of loans
86 secured by mortgage of real estate held by such
87 corporation. Every parcel of real estate mort88 gaged to secure a converted loan shall be
89 revalued at intervals of not more than five years
90 so long as it is so mortgaged, by at least two
91 members of the security committee of the
92 corporation, who shall certify in writing accord93 ing to their best judgment the value of the real
94 estate mortgaged. Such reports shall be hied
95 and preserved with the records of the corpora96 tion. If at the time a revaluation is made the
97 amount loaned on such a converted loan is in
98 excess of sixty per cent of the value of the real
99 estate mortgaged, a sufficient reduction in the
100 amount of the loan shall be required, as promptly
101 as may be practicable, to bring the loan within
102 sixty per cent of the value aforesaid.

Section 5. Section twenty-seven of said
1
2 chapter one hundred and seventy, as amended

3 by chapter two hundred and eleven of the acts
4 of nineteen hundred and twenty-one, is hereby
5 further amended by adding at the end thereof the
6 following sentence:
No loans can be made on
trust
unless power so to borrow
7 shares held in
8 is contained in the instrument creating the
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9 trust and no loans can be made upon shares
10 held in joint account without signature of both
11 shareholders.
Section 6. Said chapter one hundred and
1
2 seventy is hereby further amended by striking

3 out section twenty-eight and inserting in place
4 thereof the following:
5
Section 28. If at any time the board of
6 directors by a two thirds vote elect to reduce
7 the rate of interest on any outstanding real
8 estate loans, a new mortgage shall not be re-9 quired but a written agreement for the reduction
10 of said rate of interest signed by the borrowing
11 shareholder and the treasurer of the bank shall
12 be valid and shall not otherwise affect or impair
13 the existing mortgage and thereafter the share-14 holder shall make the monthly payments on
15 the loan in accordance with the terms of said
16 agreement.

Section 7. Said chapter one hundred and
1
2 seventy is hereby further amended by striking
3 out section twenty-nine and inserting in place
4 thereof the following:
5 Section 29. A loan may be repaid at any

6 time whereupon the account shall be charged
7 with the full amount of the loan, all monthly
8 instalments of interest and fines in arrears and
9 any other legal charges. Credit shall be given
10 for the withdrawal value of the shares pledged
11 and transferred as security, the pass book shall
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be surrendered to the corporation and the
balance shall be received by the corporation
in full satisfaction of said loan. All settlements
made between stated meetings for the receipt of
money shall be made as of the date of the stated
meeting next succeeding such settlement. A
borrower desiring to retain his shares and membership may repay his loan without claiming
credit for his shares.
Partial payments of loans shall be received in
amounts of fifty dollars or a multiple thereof,
or in such less amount as may be fixed by the
by-laws. For each two hundred dollars so repaid
upon a real estate loan one share of stock shall
be released from pledge.
With the approval of the board of directors,
any owner of shares pledged for a real estate
loan may have the full value of the shares upon
which the loan is predicated, less such sum as
will leave the amount of the loan a multiple of
fifty dollars, applied as a credit to the amount
of the loan as hereinafter provided, whereupon
such shares shall become cancelled, and new
shares in the current series shall be issued to the
shareholder in the proportion of one share to
each two hundred dollars of the loan remaining
unpaid after the application of the value as
aforesaid. The new shares issued shall be
transferred and pledged to the bank as security
for the balance of the loan, and the fact thereof
shall be endorsed upon or attached to the note
in the following form:
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The value of the shares herein pledged, less
such sum as will leave the amount of the loan
a multiple of fifty dollars, amounting to I
has this day been applied as a credit upon this
note, leaving a balance due and unpaid of
$
to secure
shares of series
have been issued, and are hereby
transferred and pledged.
,

Treasurer.

For value received, I or we promise to pay to
said corporation or to its order
dollars
at or before its monthly meeting on the
of each month hereafter, being the amount of
the monthly dues on the shares hereby substituted, and of the monthly interest upon said
together with all fines
balance of S
chargeable by the by-laws of said corporation
upon arrears of such payments until said substituted shares shall reach maturity, or otherwise
sooner to pay to said corporation or its order
the said balance of $
with interest and
fines as aforesaid.
,

Witness:

Neither the note evidencing the loan nor the
mortgage securing the same shall be prejudiced
by the application of the value and the change
of shares, notwithstanding the fact that a
provision for such application and change was
not originally made in the note or mortgage,
74 and both note and mortgage shall continue to
75 be held by the bank as good and sufficient se-

10

SENATE

No. 183.

[Jan. 1931.

76 curity for the balance remaining unpaid. After
77 the application of the value as a credit, the
78 amount of the loan shall forthwith be reduced
79 to an equal extent and the borrower shall there80 after be liable for only the reduced amount and
81 any arrearages or penalties occasioned by his
82 own default.

