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By Mr. Rogers ofFramingham, petition of the Co-operative Central

Bank for legislation to establish a co-operative bank investment fund.
Banks and Banking.

In the Year One Thousand Nine Hundred and Eighty-Three

An Act creating the co-operative bank investment fund.

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

1 SECTION 1. The directors for the time being of The Co-
-2 operative Central Bank, established by chapter forty-five of the
3 acts of nineteen hundred and thirty-two, as amended, hereinafter
4 called the incorporators, are hereby constituted a corporation for a
5 term ending upon the dissolution of the said The Co-operative6 Central Bank under the name of the Co-operative Bank Invest-
-7 ment Fund, hereinafter referred to as the corporation. The succes--8 sors from time to time of such directors shall, for the purposes of9 this act, be incorporators in place of their predecessors. The pur--10 pose of the corporation shall be to hold, invest, reinvest, and

I 1 manage, one or more mutual investment funds, which shall include12 all property of the corporation, to be derived from voluntary1 3 subscription thereto made by co-operative banks now or hereafter14 during said term established under the laws of the commonwealth15 and subject to the provisions of chapter one hundred and seventy1b of the General Laws, hereinafter referred to as co-operative banks,j 7 As used in this act, except in the second sentence of paragraph (d)
' of sectlon the term “co-operative bank” or “co-operative banks”I shall include the Co-operative Banks Employees Retirement Asso-

;
ciatlon forme d under the provisions of section fifty-one of chapter

- 1 one hundred and seventy of the General Laws.
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1 SECTION 2. The officers of the corporation shall be a presi-
-2 dent, one or more vice-presidents, a treasurer, a clerk, a board of
3 not less than seven nor more than fifteen directors as fixed by the
4 by-laws, and such other officers if any, as may be authorized by the
5 by-laws. The treasurer shall be required to give a bond for the
6 faithful performance of his duties in such sum and with such
7 sureties as the by-laws may prescribe. The clerk, who shall be a
8 resident of the commonwealth, shall be sworn and shall record all
9 votes of the corporation in a book to be kept therefor. Each

10 director of the corporation shall first have qualified as, and at all
1 1 times shall be, an officer or corporator of a savings bank, but not
12 more than seven directors shall at any one time be directors of said
13 The Co-operative Central Bank. The office of director and any
14 office other than director may be held by the same person. The
15 directors shall be elected by the incorporators, initially at anytime
16 after the effective date of this act, and annually thereafter at a time
17 fixed by the by-laws of the corporation, which time shall be at the
18 annual meet ing of said The Co-operative Central Bank or as soon
19 thereafter as is feasible, but any director may be removed by vote of
20 the incorporators at any meeting thereof. The officers of the corpo-
-21 ration other than the directors shall be elected by such directors
22 annually at a meeting held as soon after the election of the directors
23 as is feasible, but nay officer of the corporation other than a
24 director may be removed by vote of such directors at any meeting
25 thereof. The directors and other officers shall hold their several
26 offices, unless sooner removed, until others are elected and quali-
-27 fied in theirstead. Vacancies in the number ofdirectors occurring at
28 any time between the annual elections may be filled by election by
29 the incorporators in the manner provided in the by-laws of the
30 corporation. The existence of any vacancy or vacancies, however,

3 1 shall not invalidate any action of the board of directors if a major-
-32 ity of the full number fixed by the by-laws participates in such
33 action, or is present at a meeting at which such action is taken.
34 Vacancies in any ot the oflices other than that of director occurring
35 at any time between the annual elections may be filled by election
36 by the directors of the corporation.
37 The board of directors shall have full control of the business of
38 the corporation except as herein specifically limited. By-laws for
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39 the conduct of the business of the corporation may be adopted by
40 the directors of the corporation subject to the approval of the
41 incorporators and of the commissioner of banks. Such by-laws
42 may provide for and fix the time and place of all meetings of the
43 corporation and of the directors, define the duties of the officers,
44 establish an executive committee of not less than three nor more
45 than five directors with such powers while the board of directors is
46 not in session, including the purchase and sale of securities and any
47 or all other powers of the board of directors, as shall be therein
48 specified, and may provide for such other officers and committees
49 as may seem advisable.
50 Any action required or permitted to be taken at any meeting of
51 the incorporators or directors may be taken without a meeting if all
52 incorporators or all directors entitled to vote on the matter consent
53 to the action in writing, and the written consent or consents are
54 filed with the records of the meetings of incorporators or directors,
55 as the case may be. Such consents shall be treated for all purposes
56 as votes at a duly called and held meeting.

1 SECTION 3. The corporation shall have no capital stock, but
2 the beneficial ownership of the fund shall be represented by shares
3 of beneficial interest without par value which shall be issued from
4 time to time by the corporation to the subscribers thereto, and each
5 share so issued shall be equal in every respect to every other share;
6 provided, however, that if the directors elect to establish distinct
7 investment funds as provided in section four of this act, they may
8 authorize shares to be issued in distinct classes and each class so
9 authorized shall represent shares of beneificial interest in one

10 distinct investment fund so established, and every share of any such
11 class shall be equal in every respect to every other share of such
12 class. Such shares shall not be sold to nor held by any persons other
13 than co-operative banks, except as follows;

14 (a) They may be transferred and acquired by operation of law
15 derived from the right of a co-operative bank, if such operation of
16 law does not stem from the voluntary action of such co-operative
17 bank, but thereafter they shall be held subject to the provisions
18 hereinafter specified.
19 (b) They may be pledged by a co-operative bank to the same
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2() extent that any other assets of a co-operative bank may be pledged,
21 but upon foreclosure of the pledge the pledges shall hold them
22 subject to the provisions hereinafter specified.
23 (c) They may be transferred by sale or pledge, or in any other
24 manner permitted by law, by a co-operative bank to The Co-
-25 operative Central Bank, but when the transferring co-operative
26 bank ceases to have any legal or equitable interest in the shares so
27 transferred The Co-operative Central Bank shall hold them subject
28 to the provisions hereinafter specified.
29 Whenever, as the result of a transfer of any kind decribed in
30 paragraphs (a), (h) or (c) of this section, any share is held by any
31 person other than a co-operative bank, the following procedure
32 shall apply unless the board of directors or executive committee of
33 the corporation in the exercise of sound discretion shall determine
34 that by reason of extraordinary conditions such procedure would be
35 injurious to the fund or unfair to some or all of the other share-
-36 holders, and shall pass a vote reciting such determination and
37 postponing the application of such procedure for a specified
38 time; No dividend shall be paid on such share after thirty days
39 from the date, if known to the corporation, when the condition
40 specified in any of said paragraphs (a), (b) or (c) for the application
41 of these provisions take effect, and the corporation shall offer to
42 repurchase, and upon acceptance of the offer shall repurchase, any
43 share so held at the net asset value on the date of repurchase if such
44 repurchase occurs within said thirty days. If such repurchase does
45 not occur within said thirty days said share shall thereafter be
46 repurchased only at the net asset value as last determined during
47 said thirty days, less any dividends paid thereon after said thirty
48 days. Upon receiving notice that any share is so held by any person
49 other than a co-operative bank, and upon expiration of said thirty
50 days without repurchase, the corporation shall cause to be set aside
51 sufficient funds to repurchase it as provided herein. Shares of the
52 corporation shall be issued and sold by, or under the direction of,
53 the board of directors of the corporation in such amounts and at
54 such times as the directors shall determine, subject to any restric-
-55 tions imposed in the by-laws; provided, that whenever any shares,
56 except so many shares first sold out of the initial issue as will be
57 sufficient to net a total of not more than one million two hundred
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58 fifty thousand dollars, which shares may be sold at private sale free
59 from any requirement as to offering, are issued for sale, they shall
60 be sold only by offering them to each co-operative bank, and
61 thereafter, if the issue is oversubscribed, by allotment among the
62 applicants by the directors in such manner as they see fit, subject to

63 any provisions of the by-laws. Any co-operative bank may pur-
-64 chase shares from another holder, and any holder of shares may
65 sell them to any savings bank, at any time, subject to any restric-
-66 tions imposed by general laws or otherwise. The initial sale of
67 shares by the corporation shall be at a price which will net the
68 corporation, before paying any taxes in connection with such
69 issuance or sale, at least one thousand dollars per share, and
70 thereafter shares, except shares of which the repurchase price has
71 become fixed after thirty days as provided in this section, shall be

sold and repurchased by the corporation only at prices equal to the
73 net asset value of the shares outstanding, such net asset value to be
74 detrmined in the manner provided in section five and as of a time as
75 near as is feasible to, but in no event more than ten days before or
76 after, the date of offering or sale, or the dale of repurchase, as the
77 case may be. Subject to the foregoing provisions of this section, the
78 corporation may repurchase shares at any time on such terms and
79 subject to such restrictions as may be provided in the by-laws, but
80 such shares shall be cancelled and shall not be resold. All obliga-
-81 tions incurred in the conduct of the business shall be charged
82 against the fund, and the directors shall in their discretion deter-
-83 mine what items shall be charged or credited to principal and
84 income, respectively, all as they shall deemto be in accordance with
85 sound accounting practice.
86 For purposes of this section, the term “co-operative bank” shall
87 include any co-operative bank incorporated as such in the com-
-88 monwealth and subject to the provisions of chapter one hundred
89 and sixty-eight of the General Laws.

1 SECTION 4. The board of directors shall have authority from
2 time to time to invest the funds of the corporation, and the corpo-
-3 ration shall have powers in that respect, subject to the limitations
4 hereafter stated, as follows

( a) To make and acquire such loans secured by mortgages on
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6 real property situated within the limits of the commonwealth as the
7 federal housing administrator insures, or issues a commitment to
8 insure, and to obtain such insurance to collect and apply payments
9 due upon and otherwise to service any such mortgage loan origi-

-10 nated or acquired by it and with respect to any such mortgage loan
1 1 to make agreements with any mortgages approved by the federal
12 housing administrator to collect and apply payments due upon and
13 otherwise to serve or contract for the servicing of any such mort-
-14 gage loan; and to exercise any powers and to do any and all things,
15 including the acquisition, by foreclosure or otherwise, and holding,
16 of real estate and its sale or other disposal, incidental or necessary
17 to give effect to this authority.
18 (h) In public funds authorized for savings banks as set forth in
19 sections forty-two and forty-three of chapter one hundred and
20 sixty-eight of the General Laws.
21 (c) In bonds and other evidences of indebtedness of corpora-
-22 tions, associations and trusts, including guarantors and assuming
23 obligors; provided, that such securities are not in default at the time
24 of such investment; and provided, further, that the securities are
25 registered on a national securities exchange, as provided in the
26 Securities Exchange Act of 1934, as amended, or price quotations
27 for such securities are available through publications of The
28 National Quotation Bureau, Inc. or any comparable service, or
29 price quotations for such securities are available through a
30 national securities market established in conformance with section
3 1 eleven A of the Securities Exchange Act of 1934, as amended, or
32 the securities are of a class commonly known as “money market”
33 instruments, including, but not limited to, commercial paper,
34 bankers’ acceptances, certificates of deposit and repurchase agree-
-35 ments entered into with a bank.
36 ((/) In any shares of common stock or preferred stock, provided
37 that (I) any such common stock is registered on a national securi-
-38 ties exchange, as provided in the Securities Exchange Act of 1934,
39 as amended; and (2) any such preferred stock, or the common stock
40 of the corporation issuing or having issued such preferred stock, is
41 so registered.
42 (e) In any shares of common preferred stock, other than those
43 registered on a national securities exchange, for which quotations
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44 are available through publications of The National Quotation
45 Bureau, Inc. or any comparable service, or through a national
46 securities market established in conformance with section eleven A
47 of the Securities Exchange Act of 1934, as amended.
48 {[) The authority granted in paragraphs (a) to (c), inclusive,
49 shall be subject to the following limitations:
50 (i) The corporation shall not purchase the stock or obligations
51 of any one issuer or obligor if such purchase at the time thereof
52 would cause more than five per cent of the corporation’s assets to
53 be invested in such stock or obligations. The limitations in the
54 preceding sentence shall not apply to purchases of the following:
55 (I) Direct obligations of the United States.
56 (2) Obligations unconditionally guaranteed as to the payment
57 of principal and interest by the United States.
58 (3) Obligations of, or instruments issued by and fully guarna-
-59 teed as to principal and interest by, the Federal National Mortgage
60 Association, established under the National Housing Act, as
61 amended.
62 (4) Debentures, bonds or other obligations issued by an federal
63 home loan bank or consolidated federal home loan bank deben-
-64 tures or bonds issued by the federal home loan bank board under
65 the Federal Home Loan Bank Act, as amended.
66 (5) Debentures issued by the central bank for cooperatives or
67 consolidated debentures issued by said central bank and the twelve
68 regional banks for cooperatives under the Farm Credit Act of
69 1933, as amended.
70 (6) Collateral trust debentures or other similar obligations
71 issued by any federal intermediate credit bank or consolidated
72 debenturesor other similar obligations issued by the twelve federal
73 intermediate credit banks under the Federal Farm Loan Act, as
74 amended.
75 (7) Farm loan bonds issued by any federal land bank under the
76 Federal Farm Loan Act, as amended.
77 (8) Promissory notes representing domestic farm labor housing
78 loans authorized by section five hundred and fourteen of the
79 Federal Housing Act of nineteen hunhred and forty-nine, as
80 amended by the Federal Housing Act of nineteen hundred and
81 sixty-one, when such notes are fully guaranteed as to principal and
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82 interest by the Farmers Home Administration of the United States
83 Department of Agriculture.
84 (if) The corporation shall not purchase any shares of common
85 stock or preferred stock pursuant to paragraph (e) if such purchase
86 at the time thereof would cause more than ten per cent of the
87 corporation’s assets to be invested in such shares or obligations.
88 (Hi) All investments authorized under this section shallbe made
89 in the exercise of the judgment and care under the circumstances
90 then prevailing, which men of prudence, discretion and intelligence
91 exercise in the management of their own affairs, not in regard to

speculation, but in regard to the permanent disposition of their
73 funds, considering the probable income as well as the probable
74 safety to their capital;
95 (/v) The corporation shall not invest in securities of corpora-
-96 tions, associations or trusts which are not organized pursuant to

the laws of the United States or any state, territory, possession or
98 political subdivision of the United States without the approval of
99 the commissioner of banks.
100 (g) The Corporation shall have no power to borrow money.
101 (h) The board of directors may invest and hold the funds of the
102 corporation in one or more distinct portfolios or investment funds,
103 provided that any such distinct investment fund shall consist solely
104 of investments described in one or more of paragraphs (a) to (c),
105 inclusive, of this section and provided that the limitations con-
-106 tained in clauses (e) and (//) of paragraph (/) of this section shall
107 apply to each such distinct investment fund individually; the cor-
-108 poration shall at all times keep separate accounts with respect to
109 each such distinct investment fund, showing separately the assets
110 and liabilities of each such fund, and the general and administra-
-111 tive expenses of the corporation shall be allocated among such
112 distinct funds as the by-laws or theboard of directors may provide;
113 and every reference in this act to “the fund” shall be deemed to refer

14 separately to each such distinct fund, unless the context otherwise
15 requires.

1 SECTION 5. The asset value of each class of shares of the
2 corporation, except shares on which the repurchase price has
3 become fixed after thirty days as provided in section three, shall be
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4 determined by the board of directors at stated intervals, not less
5 often than once a month, as may be provided in the by-laws, and at
6 such other times as any holder of a share or shares shall, by a
7 separate writing on each occasion, request. The power and duty to
8 determine asset value may be delegated by the board of directors
9 from time to time to any two or more of the officers and directors of

10 the corporation, or to any custodian appointed pursuant to this
11 act. In each case the asset value shall remain effective until a new
12 asset value has been determined and become effective. The by-laws
13 may provide rules for the determination of such asset value,
14 including a specification of items which are to be considered assets
15 and liabilities respectively, and the time and manner of their
16 valuation.

1 SECTION 6. The corporation shall at all times employ a
2 national bank located in the commonwealth, or any bank organized
3 and existing under the laws of, and located in, the commonwealth,
4 as custodian, with authority as its agent, but subject to such restric-
-5 tions, limitations and other requirements, if any, as may be con-
-6 tained in the by-laws of the corporation, to hold the securities
7 owned by the corporation and deliver them upon written order; to
8 receive and receipt for any moneys of or due to the corporation and
9 deposit them in its own banking department, or with another bank

10 or trust company as above described, as the board of directors may
I 1 direct; and to disburse such funds upon orders or vouchers; and the
12 corporation may also employ such custodian as its agent to keep
13 the books and accounts of the corporation and furnish clerical and
14 accounting service, and to compute the asset value of the shares of
15 the corporation in accordance with the provisions of section five,
16 all upon such basis of compensation as may be agreed upon
17 between the corporation and the custodian.

1 SECTION 7. The board of directors may in their discretion
2 from time to time enter into one or more investment advisory or
3 management contract whereby the otherparty to any such contract
4 shall undertake to furnish to the board of directors such investment
5 advisory, statistical and research facilities and services with respect
6 to any one or more distinct investment funds and such other
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7 facilities and services, if any, and all upon such terms and condi-
-8 tions, as the directors may in their discretion determine; provided,
9 that such contract has been approved by the incorporators and (1)

10 precisely prescribes all compensation to be paid thereunder; (2)
1 1 shall continue in effect for a period more than two years from the
12 date of its execution only so long as such continuance is specifically
13 approved at least annually by the board of directors; (3) provides,
14 in substance, that it may be terminated at any time, without the
15 payment ofany penalty, by theboard of directors or the incorpora-
-16 tors on not more than sixty days’ written notice to the investment
17 adviser; and (4) provides, in substance, for its automatic termina-
-18 tion in the event of its assignment by the investment adviser; and
19 provided, further, that no such contract or contracts shall empower
20 any one investment adviser to advise or control the disposition of
2 I any fund or combination of funds amounting in the aggregate to
22 more than one-half of one per cent of the total of all deposits of
23 co-operative banks, as determined by the board of directors or the
24 incorporators at the time any such contract is approved.

1 SECTION 8. The board of directors may from time to time
2 declare and pay dividends with respect to shares of any class of
3 shares ofthe corporation, and, subject to the limitations contained
4 in this section and in section three, the amount of such dividends
5 and the payment of them shall be wholly in the discretion of the
6 board of directors. The directors in declaring a dividend may fix a
7 record date not earlier than the date of declaration as of which the
8 shareholders entitled to receive such dividend shall be determined,
9 notwithstanding any transfer or the repurchase or issuance of any

10 shares occurring after such record date. Ordinary dividends shall
1 1 be paid only out of undistributed net income which may include
12 accumulations from prior years. To this account shall be credited
I 3 the gross earnings of the corporation, including all interest income,
14 but excluding all capital gains whether realized or unrealized, and
I 5 against this account shall be charged all current expenses and
16 taxes, except taxes allocated to capital gains, but excluding all

17 capital losses whether realized or unrealized. Other adjustments if
IX any shall be made as the board of directors shall deem to be in
19 accordance with good accounting practice.
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20 Dividends may also be paid out of net realized capital gains, to
2 I the date of declaration, of the year in which the dividend is paid, or
22 out of any excess or undistributed net realized capital gains of
23 previous years over any net realized capital losses of the current
24 year to date of declaration; but the shareholder shall be informed,
25 at or before the time of payment thereof, that such dividends are
26 paid from the foregoing sources.
27 Inasmuch as the computation of net income and capital gains for
28 federal income tax purposes may vary from the computation there-
-29 of on the books, the above provisions shall be interpreted to give
30 the directors the power in their discretion to distribute in any year
31 as dividends, including capital gain dividends, amounts sufficient
32 to enable the corporation as a regulated investment company to
33 avoid any liability for federal income tax in respect of that year.
34 The directors shall be entitled to rely upon estimates made in the
35 last two months of the year as to the amounts of distributions
36 necessary for this purpose.
37 Dividends may also be declared out of any available net assets of
38 the fund, but any dividends declared except as provided in the
39 preceding paragraphs of this section shall be deemed liquidating
40 dividends and the shareholders shall be so informed.

1 SECTION 9. The board of directors shall at least semi-annually
2 submit to the shareholders and the commissioner of banks, a
3 written financial report of the corporation, including financial
4 statements which shall at least annually be certified by independent
5 public accountants. Such reports shall also show all the securities
6 bought and sold during the period covered by the report. Any
7 shareholder shall have the right to inspect the books and records of
8 the corporation at such times within business hours, and in such
9 manner, as may be reasonable. The corporation shall be subject to

10 the supervision of the commissioner of banks within the meaning
I 1 of section one of chapter one hundred and sixty-seven of the
12 General Laws.

1 SECTION 10. No incorporator or director of the corporation
2 shall in any event be individually liable for anything done or for
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3 any liability incurred or assumed by virtue of this act except by
4 reason of his own wilful malfeasance, bath faith, gross negligence
5 or reckless disregard of the duties involved in the conduct of this
6 office.

1 SECTION 11. The corporation and its property shall be exempt
2 from all taxes imposed by the commonwealth or any subdivision
3 thereof except local taxes on real estate and tangible personal
4 property, and taxes on stock transfers.


