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Senate Chamber, February, 6, 1855.

The Joint Standing Committee on Mercantile Affairs and In-
surance, to whom was recommitted the bill “ in addition to
an Act authorizing the business of Loan and Fund Associa-
tions,” respectfully submit the following

The Committee have reconsidered and carefully revised the
provisions of the bill which they at first reported, and oppor-
tunity has been afforded for interested parties to express to the
Committee their views in relation to the provisions of the bill.
The result of our deliberations on the subject of additional
legislation concerning Loan and Fund Associations will be
found in the amended bill which accompanies this report.

The first section of this bill provides that the plan adopted
by the Loan and Fund Associations, for the collection of their
dues and interest on money loaned to their own members, shall
not be deemed a taking of unlawful interest. The statutes
declare it to be unlawful to exact or receive a greater interest
than six per cent. As a matter of course, these Associations
are now confined within the limits of the statute law concern-
ing the taking of interest; and their by-laws accordingly pre-
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scribe that the rate of interest which shall be paid by mem-
bers who borrow the accumulations of the Association shall
be six per cent.

If the law prescribes that the rate of legal interest shall not

exceed six per cent., and these Associations do not require more
than six per cent, on the money which they loan, the question
naturally arises on this point, What necessity is there for any
further legislation? In reply to this question, it may be re-
marked, that although these Associations do not loan their
money at a higher rate of interest than six per cent,, yet, in
consequence of the plan adopted by them for doing their busi-
ness, allowing and requiring their borrowers to pay back the
principal in small monthly instalments, and requiring six per
cent, interest to be paid monthly on the amount borrowed,
until the whole sura borrowed is repaid, it is possible that, under
some conceivable cases which may arise, it might be made a
legal question, whether they do not, in point of fact, receive
more than the legal interest.

To place this point, then, beyond legal dispute and uncer-
tainty, the legislature is asked to sanction their plan of doing
business in this particular, and to declare that it shall not be
construed, by the ingen'uity of “men learned in the law,” into
a taking of unlawful interest.

Your Committee are of the opinion l that the legislature can
with propriety make the declaration asked for, and thus pre-
vent litigation, which might, under some possible contingencies,
grow out of the business of these Associations.

These Associations have been organized for the especial
benefit and accommodation of persons whose pecuniary re-
sources are very slender, whose earnings and savings are small
in amount; and we learn that it is this class of our people,
almost .exclusively, who take advantage of their privileges.

In these Associations, as in all other cases, the lender is sup-
posed to get “ the best end of the bargain ;

” and as in ancient
times, so now, it may be said with much truth, “ the borrower
is servant to the lender.” If the borrower, however, is satis-
fied with his trade, if he is satisfied that he has done better
than he could do in any other way, who is there to complain ?

It is so unusual for a poor man to be able to’borrow much of
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an amount of money any way, any where, of any body, that
this, to ns new, invention, to enable him to become a small
capitalist and banker, is viewed with unnecessary, though per-
haps not unnatural, suspicion.

Your Committee are fully of the opinion that these Asso-
ciations, organized under the act of the last legislature, may be
highly beneficial to those who become members, whether they
hold the position of borrowers or lenders, and that any reason-
able legislative encouragement and protection which may be
given them will be “ doing the State some service.”

That your Committee do not regard the method of doing
business adopted by these Associations as in any legitimate
sense rendering them obnoxious to the charge of talcing illegal
interest, we will show by submitting the following practical
illustration;

SolomonJones and Jethro Sharp are townsmen. Jones is a
journeyman shoemaker, earning his nine shillings a day, on
which he manages to keep himself and family from being an
expense to the town, and, by great ecqnomy, to clear one dol-
lar a week, perhaps, over and above all ordinary expenses.
But Jones, like most journeyman shoemakers, is regarded as,
what he is in point of facty a poor man, and his influence in
the money market would scarcely be recognized.

Sharp, on the contrary, is a rich trader or manufacturer; he
owns half the dwelling houses in town, and his influence is

commensurate with his wealth. He is kind and decently
liberal towards his numerous tenants, but he is very exact in
requiring them to pay their rent on the first day of every
month. He is as prompt to appear, “by bill or otherwise,” at
the appointed time, as “old Jacob Stock” is said to have been
in former times in visiting the walk of “ Threadneedle Street.”

It so happens that Jones is one of Sharp’s tenants; he en-
gages to pay him one hundred dollars a year for the privilege of
living in his house, and this sum he pays in monthly instal-
ments of eight dollars thirty-three and one-third cents. A
goodly number of other tenants pay Sharp in the same manner;

and he puts all these sums so collected together, which, in the
aggregate, amount to “something worth while.” He immedi-
ately invests the amount in something that will “pay;” per-
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haps he “shaves” the note of some “neighbor” who is “hard
up” just at that time ; at any rate, he invests it as he pleases
for his own benefit. Now, did it ever occur to any body that
Sharp was speculating on the “ hard-earned ” money of poor
Jones and his other tenants, and that by getting their rent
out of them every month, rolling it over and over, and making
it accumulate as much as possible, he was receiving illegal ,

even though much more than six per cent, interest, and all for
his individual benefit ? He calculates one hundred dollars a
year rent will be a fair return for his investment; but he re-
ceives his rent monthly, and has the use of his tenants’ money,
without suspicion of any thing illegal.

It has at last occurred to Solomon Jones that, if he could
only get a thousand dollars, he would soon become his own
landlord and pay rent to himself. But where can he hire a
thousand dollars. He knows men who have got the money,
but they won’t loan it to him. He has thought a good many
times, “If I only knew somebody who would let me have a
thousand dollars, with the privilege of paying it back as fast as
I could earn it, I think, with good health and God’s blessing, I
would one of these days own a little home for my family.”

But men, or institutions, that lend money, won’t usually be
troubled with receiving it back in “small driblets.” They
want it in a lump, all at one specified time ; and such men as
Jones will receive no encouragement at their hands.

But Jones has heard of these Loan Fund Associations, and
they open a door for him which he gladly enters. He becomes
a member and a shareholder. Jones owns stock! No matter
if it is not worth much nowit is worth something, and will be
likely to accumulate ; he feels encouraged, and sees something
ahead to strive for. After a while he sees a good chance to
buy a house at a bargain. He states the facts of the case to the
Directors of the Association, and he is enabled to borrow
money enough for his purpose, with the privilege of paying it
back in small monthly payments, amounting to not much more
than he had been paying for his rent, provided he will also,
every month, pay the interest on the whole sum borrowed, and
thus continue to pay until the principal is all returned. This
plan meets the wants of Jones exactly. He is glad of an op-
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portunity to make such an arrangement, and he enters his new-
home without a suspicion that he is suffering any injustice
because he is obliged to pay six per cent, interest on the whole
amount borrowed until the whole sum is repaid. To him, if
there be any evil in the plan, it is a choice of the less rather
than the greater. Practically, he knows nothing of the legal
rate of interest. He knows he had been paying rent to a land-
lord for ten years, a regular sum every month, and that at the
end of the time he had no more interest in the house he had
been paying for than he had ten years before. Now that he
has taken the Association for a landlord, he knows the
rent goes towards making the house his own, and the Associa-
tion is doing for him what no individual of his acquaintance
or no other moneyed institution would do for a man in his poor
circumstances. Can it be fairly or legitimately called taking
unlawful interest of Jones, because, instead of requiring him to
repay his loan in a lump at the end of ten years, with interest
semiannually, he is allowed, for his own accommodation, to pay
it back in small sums monthly ? This is the only way in
which he would ever be able to pay it, and he can afford to
pay six per cent, on the whole amount until it is all paid, as
some compensation to the Association for keeping a clerk and
hiring an office for his especial accommodation. Sharp can
hire a thousand dollars at any time, and pay it back when he
pleases. Jones cannot hire as many cents, except by some
such contrivance as is afforded by these Loan and Fund Asso-
ciations ; and we have tried to illustrate this point very simply
and plainly, even at the risk of being charged with departing
from the usual dignity and “eminent gravity ” of a legislative
report.

The provision of the first section of the bill we herewith
submit is “nothing new under the sun.” Loan and Building
Associations, similar to those in our own State, have been
chartered by special act or by general law in several sister
States.

In 1851, the legislature of New York passed a general law
“for the incorporation of Building, Mutual Loan and Accumu-
lating Fund Associations,” similar to the general law of Massa-
chusetts passed by the last legislature ; and in the latter part
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of the seventh section of that law we find the following provis-
ion :

“ Nor shall the imposition of fines for non-payment of
dues or other fees, or other violation of the articles of associa-
tion, nor shall the making of any monthly payment required
by the articles of association, or of any premiums for loans
made to members, be deemed a violation of the provisions of
any statute against usury.”

The legislature of Maine last year passed a special act to
incorporate “ the Portland Mutual Loan and Savings Associa-
tion,” the general provisions of which are also similar to our
law of last year. In section fourth of thatact we find these
words : “ And the payment by members of entrance fees, pre-
miums or advances, monthly dues and interest and fines, as
fixed by the by-laws of this corporation, shall not be deemed a
violation of any law against usury.”

Thus it will be seen that the utility and usefulness of these
associations have not only attracted the attention of the legis-
latures of other states, but they have received aid and encour-
agement ; and your committee would indulge the hope that
the legislature of Massachusetts will not be behind the legisla-
tures of other States in encouraging and protecting the humbler
classes of our people in any reasonable effort for their pecu-
niary advancement. We are aware that, to some extent, there
is a lack of information in the public mind as to the practical
operations of Loan Fund Associations, and this fact is the
committee’s apology for the length of their report. The com-
mittee, in view of the reasonableness of the provision of, the
first section of the accompanying bill, report it back without
amendment.

The second section provides for exempting a certain amount
in one of these associations from seizure or attachment. The
amount to be exempted, your committee have fixed at five
hundred dollars, except in cases where a person has a home-
stead exempted for the same amount, under the provisions of
the Homestead Exemption Bill, passed in 1851. This section
has been thoughtfully considered, and the various propositions
which were submitted on this point, by gentlemen who ap-
peared before the committee, were duly weighed. Your com-
mittee believe, if there is any justice in the provision of the
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Homestead Exemption Bill‘of 1851, that this section, as now-
amended, will commend itself to the legislature.

In the general law of the State of New York, already re-
ferred to,, we find a similar provision. Section nineteen of
that law is in these words :

“ The shares held by the members
of all associations incorporated under the provisions of this act
shall be exempt from sale on execution for debt to an extent
not exceeding six hundred dollars in such shares, at their par
value.”

The principle of saving something from attachment, to
every individual in the Commonwealth, is so well and long
established that it needs no enforcing at the hands of your
Committee. The reasonableness of its application to a portion
of the, savings accumulated in these associations is a matter
submitted to the judgment of the legislature.

These associations, we have already intimated, were designed
for the benefit of the laboring classes, as this term is commonly
understood. To aid and encourage the poorest citizen in
habits of industry and economy, with the view of his becom-
ing the proprietor of a homestead on the soil of the State ;

giving him something to live for, to attach him to a locality
which to him is home; something to fight for, if the State
needs defenders,—this, your Committee think, is among the
legitimate duties of the legislature. Fully impressed with a
belief that the practical results of Loan and Fund Associations
must be highly advantageous to the humbler classes of our
citizens, and consequently entitled to a favorable consideration
at our hands, we report the accompanying Bill.

For the Committee,

ALBERT J. WRIGHT, Chairman.
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Be it enacted by the Senate and House of Representa-
tives in General Court assembled, and by the authority of
the same, asfollows :—

1 Sect. 1. The payment of entrance fees, premiums,
2 advances, monthly dues, interest or fines, as fixed by
3 the by-laws of any corporation, organized or to be
4 organized for the purposes mentioned in the act to
5 authorize the business of loan and fund associations,
6 passed on the twenty-ninth day of April, in the year
7 eighteen hundred and fifty-four, by the members or
8 stockholders of such corporation, shall not be
9 deemed a reservation or taking of unlawful interest.

AN ACT

In addition to an Act in Relation to the Business of Loan
and Fund Associations.

(EomroontotaUlj of JHassacijusetts,

In the Year One Thousand Eight Hundred and Fifty-
Five,
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1 Sect. 2. The shares held by any member or stock-
-2 holder in one or more of such corporations shall be
3 exempted from attachment or seizure on execution to
4 an amount in the aggregate not exceeding five hundred
5 dollars in value: provided, however, that this exemption
6 shall not apply to any person who may at the same time
7 have a homestead exempted from attachment under
8 the act passed May twenty-four, eighteen hundred and
9 fifty-one, entitled, “An Act to exempt from levy or

10 execution the homestead of a householder having a
11 family.”

1 Sect. 3. This act shall take effect on and after
2 its passage.

2




