
SENATE No. 356

Department of the Attorney General
State House, Boston, March 15, 1921.

Hon. Frank G. Allen, President of the Senate.
Dear Sir : I have the honor to acknowledge a copy of

an order passed by the Honorable Senate on March 9, 1921,
which is as follows:

“Ordered, That the Senate request the opinion of the Attorney
General as to the necessity of enacting House Bill Number 695, being
‘An Act authorizing loans upon paid-up shares issued by co-operative
banks’, in order to accomplish the purpose desired.’

House Bill Xo. 695, referred to in the order, as passed tc
be engrossed by the House reads as follows:

“Section twenty-seven of chapter one hundred and seventy of the
General Laws is hereby amended by inserting after the word ‘ma-
tured’, in the fifth line, the words: or paid-up, so as to read as
follows: Section 27. Loans may be made upon unpledged shares
to an amount not exceeding ninety per cent of their withdrawal value
at the time of the loan, and for every such loan a note shall be given,
accompanied by a transfer and pledge of the shares borrowed upon.
Loans may be made upon matured or paid-up shares to an amount not
exceeding ninety per cent of their face value, as represented by the
certificate. For every such loan a note shall be given accompanied by a

The first statute authorizing the establishment of co-opera-
ive banks was enacted in 1877 (St. 1877, c. 224).
Until the year 1914 the statute provided for only one clas:

f shares, namely, shares which had not become matured
In that year the statute was amended so as to give a share-
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Iholder a right, under certain conditions, to hold ten maturedshares. See St. 1914, c. 643, §6. No change was made in
the provisions of law relative to loans on shares.

In 1915 the Bank Commissioner requested the opinion
of the Attorney-General, Honorable Henry C. Attwill, as to
whether a co-operative bank was authorized to execute loans
on matured shares belonging to a shareholder. The At-
torney-General in stating as his opinion that such loans
could not be made, said in part,

“Co-operative banks are not ordinary institutions for savings, and
are not intended to be banks where money may remain on deposit in-definitely, although, under certain conditions, ten shares are permitted
to be continued in the corporation as matured shares.

The purpose of co-operative banks may be said to be to effect the
saving of money by a compulsory method as distinguished from the
permissive policy maintained by other banks. The only departure
from this purpose is the provision in the statute giving the right to hold
ten matured shares as above stated.

The statute does not specifically provide for loans on these matured
shares, and in my opinion does not authorize such loans by implica-
tion.”

IV Op. Atty. Gen. 389.

In 1918 the statute was further amended so as to author-
ize loans upon matured shares to an amount not exceeding
ninety per cent of their face value as represented by the
certificate. See St. 1918, c. 101. This amendment appears
in the General Laws as section 27 of chapter 170.

St. 1920, c. 429, for the first time authorized the issue of
paid-up shares. This amendment appears in the General
Laws as section 12 of chapter 170. No change was made
in the provisions of law relative to loans upon shares.

The history of legislation relative to co-operative banks
shows that the original purpose was to compel holders of
shares to save money under penalty of certain fines and
compulsory withdrawal from the bank, and to permit them
to borrow money to anticipate the ultimate value of their
shares. Members of such corporations could hold only
shares which had not matured. Later they were permitted,
under certain conditions, to hold ten matured shares, and
finally they were also authorized to hold, under certain con-
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ditions, ten paid-up shares. Loans were first authorized
only upon notes secured by real estate mortgages. Sub-
sequently loans were authorized, under certain conditions,
upon -shares which had not matured to an amount not ex-
ceeding the withdrawal value, and this amount was reduced
by later statutes to ninety-five per cent and then to ninety
per cent of the withdrawal value. Finally loans were also
authorized upon matured shares to an amount nor exceeding
ninety per cent of their face value.

It therefore clearly appears that the intent of the Legis-
lature with respect to loans made by co-operative banks has
always been to restrict such banks to loans specifically
authorized by statute. Authority to make loans upon any
other security than that specifically authorized cannot be
implied. I am therefore of the opinion that if the Legis-
lature desires to authorize co-operative banks to make loans
on paid-up shares, it is necessary to enact House Bill No.
69

Very truly yours

J. Weston Allen
Attorney-General.
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