
SENATE.,....No. 54.

The Joint Special Committee, to whom was referred the Peti-
tion of William F. Goodwin and others, for the passage of
a General Law for the incorporation of Loan and Fund
Associations, together with several other Petitions, in aid of
the same, submit the following

The Committee have carefully considered the subject, and
have heard the testimony of officers of Mutual Loan Fund
Associations, in relation to the objects, the plan, and the prac-
tical operation of the associations now in existence. For the
purpose of affording the legislature the necessary information
upon the subject, and enabling them to act
upon the Bill which the committee have unanimously decided to
report herewith, the committee submit the following statement
as the result of the evidence which has been laid before them ;

and they would remark that they are satisfied that the objects
and plan of these associations are not only unobjectionable,
but that, if properly managed, they will effect, and are now
effecting, an immense amount of good.

Commantoealtlj of

In Senate, March 7, 1854.
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The plan of a Mutual Loan Fund Association, is briefly
this. A company of individuals, of moderate means, but
whose business affords them a small surplus above their daily
expenses, mechanics, laborers, tradesmen, associate themselves
together, for the purpose of creating a fund, by paying in small
suras monthly, which fund is every month lent out again to
such of the members as shall wish to borrow, giving security
on real estate for the loan. The stock of the association is
divided into a certain number of shares, and a certain sum is
determined upon, as the value which each of those shares is to
be worth, at the final winding up of the association. These
amounts vary in different associations. In order to exemplify
the practical working of the associations, we will take as an
instance, one in which the number of shares is fixed at fifteen
hundred, the ultimate value of each share at five hundred dol-
lars, and the monthly dues on each share at two dollars.

At the organization of the association, about one thousand
or twelve hundred shares are subscribed for, and the remainder
reserved, for purposes which will hereafter be explained. In-
dividuals may subscribe for one share, or any number up to
fifteen. On subscribing, they pay down one dollar on each
share, together with twenty-five cents for a book, in which all
the payments made by them are entered by the secretary.
Then the member pays in two dollars every month on each
share, until the termination of the association.

There will usually be from four to six hundred members,
holding, some of them, one share apiece, and some two, three,
five or more, as the case may be. They are mostly composed
of people who depend upon their own exertions for their for-
tunes, men who work for a livelihood, and wish to secure a
competence and a home for themselves and their families.
There are also many females who have taken shares in these
associations, as an investment for their moderate earnings.

We will suppose that one thousand shares have been sub-
scribed for, and the entrance fees all paid in, together with the
monthly dues for the first month.

This creates a fund of three thousand dollars, to be lent to
the members. A public meeting is notified and held, at
which all the members have an opportunity to attend, and the
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money is set up at auction, and struck oft’ to the highest
bidder.

The principle upon which the bidding is conducted is this ;

It is calculated, that in about eight years, the shares in the
association which have not been surrendered for the purposes
of obtaining money from the association, will be worth five
hundred dollars each. But during those eight years, the mem-
bers will have paid in, for entrance fees and monthly dues,
only one hundred and ninety-three dollars on each share.

At the auction sale of the money, the president puts up one
share, stating at the same time, that the highest bidder will
have the privilege of taking, at his bid, any number of shares,
up to fifteen. Members then bid how much of the estimated
value of $5OO they will relinquish in order to obtain their
money now.

The biddings vary, of course, according to the competition
and the scarcity of money at the time. We will suppose a
member bids $BOO. This, deducted from the ultimate value,
($500,) leaves $2OO on each share, which he takes now. If he
has subscribed for only one share, and wishes to obtain $l,OOO,
he can do so by taking four additional shares from the “ re-
served shares ” before mentioned, and paying the entrance fees
and dues on the same up to that time. The price of the en-
trance fee is increased by the directors every month, to keep
pace with the constantly increasing value of the stock.

Before a borrower can receive his money, however, he must
give to the association his bond to pay the interest on the
amount which he actually receives, which interest is calculated
at six per cent, per annum, and is payable monthly, until the
termination of the association ; and also to pay the monthly
dues, of two dollars per month on each of his five shares, until
the termination of the association. It is calculated that the
association will close within eight years; so that during that
time, the borrower will have paid about $965, and the simple
interest on the $l,OOO which he borrowed. His payments and
his interest then stop. His bond is cancelled, and his debtbe-
comes paid and extinguished.

At the time of giving his bond, he also gives a mortgage of
sufficient real estate to secure its fulfilment. This mortgage is
also cancelled when the bond is cancelled. A surveyor exam-
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ines the property before the mortgage is taken, and gives to
the directors his opinion of its value; the directors decide
whether the security is satisfactory, and the attorney of the
association examines the title and prepares the necessary
papers.

There are now thirteen of these associations in operation in
the city of Boston, and at least, twenty more in other parts
of the Commonwealth, and the number is rapidly increas-
ing. In the absence of an act of incorporation, they trans-
act theirbusiness by the intervention of trustees. In the Boston
associations, the secretary receives a salary of six hundred dol-
lars a year; and the office rent, and other expenses are less
than two hundred dollars a year, so that the whole of the
annual expense of carrying on the business of an association,
is less than eight hundred dollars. The president and directors
receive no salary, and the fees of the attorney and surveyor,
which are limited and regulated by the rules of the association,
are paid by the borrower. The expenses in other towns must,
of course, be much less than in Boston. The money which
the secretary collects, is deposited, from day to day, in a bank
selected by the directors, and cannot be drawn out except by
order of the directors, signed and countersigned bv the proper
officers, and the secretary is required to give a satisfactory bond
for the faithful performance of his duties, and the safe keeping
of the moneys until deposited.

Members can, at any time, sell their shares if they wish, or
can withdraw their money, if they are not able to continue
their payments. Members who have borrowed money, and
mortgaged their property therefor, can at any time pay up the
amount of their indebtedness, and redeem their property, by
paying in such a sum as will place the association in as good
condition as before.

For neglect to pay up the monthly dues promptly, certain
fines of fixed but trifling amounts, are imposed. A fee is also
charged for every transfer of shares by a member to another
person.

The profits of the association are derived from the interest,
(which is paid in monthly, and together with the monthly dues,
lent again to other borrowers, also on interest; so that in point
of fact, the interest is continually compounded ;) and from
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the fines for non-payment at the times specified, and the trans-
fer fees, where shares are sold and transferred.

Those who borrow money, give up a proportionate num-
ber of shares when they do so, and thus the whole number of
shares is continually diminishing; so that at the end of about
eight years, the association will close by the extinguishment of
all the shares, the members taking the money by bidding and
giving up their shares therefor, one after another, and month
by month.

Such are the general features of the operation of loan and
fund associations. The advantages are these: They put it in
the power of men of slender resources, who have laid by one,
two, or three hundred dollars, and who, on account of the ex-
penses of living, and the high rates of rent, are obliged to live
nearly up to the full extent of their means, to buy a house or
piece of land for a homestead, mortgaging the estate to the
association to secure the monthly payments, while the small
sum which they are able to pay towards the purchase, out of
their own funds, will render the estate itself a sufficient security
for the balance which theyobtain from the association. Then
the member will own the house he lives in, subject only to the
mortgage to the association.

The amount of money which he would otherwise have had
to pay for rent, will be sufficient to pay all his dues and inter,
est to the association; and, at the end of eight years, his mort-
gage will all be paid up. He will have a clear, unencumbered
title to his house, and yet he will have paid out no more in
amount than he would otherwise have paid for rent alone,
with the exception of the small part of the purchase money
which he first paid out of his own means.

To illustrate by an example: Suppose a man has only two
hundred dollars. He lives in a house which he can buy for
twelve hundred dollars, but for the use of which he is obliged
to pay one hundred and eighty dollars a year in rent. He buys
the house, borrows one thousand dollars of the association,
pays down the money, takes a deed in fee simple to himself,
and gives a mortgage to the association to secure his dues and
interest.

He pays to the association five dollars per month, for inter-
est, and ten dollars for monthly dues, amounting to one hun-
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dred and eighty dollars per annum, precisely the same sura
that he was before paying for rent. At the end of eight years
his debt becomes extinguished, and yet his expenditures have
not been increased. What he before paid as rent, he has since
paid for monthly dues and interest.

His house, therefore, with the exception of the small sum
which he advanced himself at the outset, is a clear gain to
him; for which he may thank the Loan Fund Association.

These are the cases that are monthly occurring in every such
association in the State. The advantages of these institutions,
therefore, in increasing the comforts of the people, rendering
them independent of landlords and capitalists, and furnishing
them with the most powerful inducements to husband their
resources, be industrious, prudent and economical, arc really
incalculable. The committee are fully of the opinion, that the
encouragement of these associations will be a decided encour-
agement of good habits, of thrift, of order, of family ties and
home feelings, and of that sentiment of personal independence,
which is the surest safeguard of liberty.

It may be inquired, whether these advantages cannot be
secured without the machinery of these associations. The
committee are not aware of any other means, by which the
class of people which we have been describing, can procure
loans upon that kind of security, and upon such terms of pay-
ment. Capitalists will not be troubled with receiving their
pay in monthly driblets; they prefer to invest their money in
large amounts, and on ample security, with the assurance of
receiving the whole principal in one single sum. Banks require
a good responsible indorser, such as the class of people
benefited by loan associations, cannot furnish ; and also require
the payment of the principal within less than a year. Savings
banks require and very properly require security OTI real
estate, worth a much larger amount than the loan; and also
require the payment of the whole principal at once, at the
expiration of the term of the mortgage. On the other hand,
the debt created to a loan association, is continually diminish-
ing by monthly payments, and the risk is, consequently, con-
tinually lessening, so that an amount can be advanced by
them, much nearer the full amount of the value of the estate
which is mortgaged. It may be truly stated, that most of
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those to whom these associations lend money, —and lend it
with perfect safety, could not obtain the same loan at all from
any other individual, corporation, or company, on the same
security.

Nor are the advantages to the borrower greater than to the
lender. The mechanic, or laborer, or seamstress, who can
afford to lay by barely two dollars per month beyond the
expenses of living, can here invest that trilling sum, with the
certainty that it is surely, safely and rapidly accumulating, by
the continual aggregation of compound interest; being lent
out, and coming in to be lent out again, every month. The
depositor has none of the trouble of watching his investment,
or inquiring into the solvency or security of borrowers. All
he is obliged to do, is simply to pay over his two dollars per
month, and at the close of the association, or at an earlier
time, if he wishes, he can receive it back again, increased by
its accumulated earnings much beyond any income which
could be derived from any other safe application of his funds.
A father can thus create a fund for his children, to be theirs
on arriving at full age, with comparatively little outlay or
trouble to himself. And, by this means, th i and hard-
working classes can enjoy the same advantages of investment
and accumulation, in proportion to their small resources, which
the wealthy capitalist already enjoys, in institutions especially
contrived for the benefit of men of large incomes and princely
fortunes.

The only arguments of any weight, which have been pre-
sented to the committee, in opposition to the act now asked
for, relate to the danger, that borrowers will be entrapped into
paying too much for their money, and may be obliged to con-
tinue to make their monthly payments, long after they have
repaid the amount which they have borrowed.

To obviate any possible objection on this score, the com-
mittee have introduced a section limiting the time within
which any association must peremptorily close.

This will fix a definite limit at which the indebtedness of
borrowers must cease, and their bonds and mortgages be can-
celled.

The committee have unanimously agreed to report the
accompanying Bill, which they believe to be sufficiently
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guarded, and at the same time, to afford the facilities for busi-
ness which the petitioners desire. They would add, in closing,
that the increasing number of these associations would seem
to demand some legislative regulation of this kind, to insure
the community, as far as practicable, against the chance of
occasional mismanagement.

MOSES KIMBALL, Chairman.
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AN ACT
To Authorize the Business of Loan and Fund Associ-

ations.

Be it enacted by the Senate and House of Representa-
tives in General Court assembled, and by the authority of
the same, as follows:

1 Sect. 1. Any persons, not less than fifty in num-
-2 her, and their successors, may become a body corpo-
-3 rate, for the purpose of accumulating a fund to be
4 lent on real estate security, or divided among its
5 members; and such corporation, the stockholders
6 and officers thereof, shall be entitled to all the powers,
7 privileges, and remedies, and shall be subject to all
8 the duties, restrictions, and liabilities, set forth in the
9 public statutes of this Commonwealth, and in such

10 acts as may hereafter be passed by the general court
11 in relation to corporations, so far as the same be not
12 inconsistent with the provisions contained in this act.

2

eowmontotauij of iHassacijusctto*

In the Year One Thousand Eight Hundred and Fifty-
Four.
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1 Sect. 2. Before any such corporation shall cora-
-2 mence its business, a majority of the shares thereof,
3 being not less than three hundred in number, shall
4 have been subscribed for, and the entrance fees thereon
5 paid in; and the president and secretary thereof,
6 under their hands and seals, shall have made a cer-
-7 tificate, which shall specify,
8 First, the corporate name of such corporation ;

9 Secondly, the name of the city or town in which
10 such corporation is to be located;
11 Thirdly, the amount of its capital stock, and the
12 number of shares into which the same shall be divided;
13 Fourthly, the name and place of residence of the
14 stockholders, and the number of shares held by each ;

15 Fifthly, the time when such corporation was organ-
-16 ized;
17 Which certificate shall be acknowledged before a
18 justice of the peace, and recorded in the registry of
19 deeds for the county in which such corporation is to
20 be located, and a copy thereof, and of the by-laws of
21 the said association, shall be filed in the office of the
22 secretary of the Commonwealth; and copies of such
23 certificate, duly attested by the register of deeds or
24 secretary of the Commonwealth, shall be admitted as
25 sufficient evidence in all the courts of law, and on all
26 occasions whatever: provided, that no corporation
27 established under the provisions of this act, shall take
28 the name of any corporation, or association, hereto-
-29 fore organized or incorporated in this Commonwealth,
30 for similar purposes.

1 Sect. 3. Every such corporation shall, annually,
2 in the month of January, publish in one or more

LOAN AND FUND ASSOCIATIONS. [March,
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3 newspapers, published in the county where such cor-
-4 poration shall have its place of business, a statement,
5 verified by the oath of its president and secretary,
6 setting forth its actual financial condition, and the
7 amount of its property and liabilities, and shall also
8 deposit a copy of said statement, verified as aforesaid,
9 in the office of the secretary of the Commonwealth.

1 Sect. 4. Every such corporation shall lend its
2 funds on real estate security only ; and upon the terms
3 and conditions, and in the manner which shall be
4 specified by its by-lawT s.

1 Sect. 5. Any existing association, formed for the
2 purposes mentioned in the first section of this act, may
3 be entitled to the full benefit and privileges of this
4 act, and may organize itself as a corporation under
5 the same, by complying with the provisions of the
6 second section hereof.

1 Sect. 6. Such corporation shall have no power to
2 contract debts, other than those connected with the
3 ordinary expenses of their business.

1 Sect. 7. Every such corporation shall terminate,
2 except for the purpose of settling its affairs, whenever
3 all its shares shall have been redeemed by loans or
4 advances thereon, or whenever the funds and property
5 of the corporation shall be sufficient to pay, upon the
6 unredeemed shares, the value thereof as fixed by the
7 by-laws of such corporation, filed in the office of the
8 secretary of the Commonwealth, as aforesaid; pro-
-9 vided, however , that every such corporation shall ter-

10 minate, except for the purpose of settling its affairs,
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11 at the expiration of ten years from the time of filing
12 its by-laws in the office of the secretary of the Com-
-13 monwealth, as provided in the second section.

1 Sect. 8. The supreme judicial court shall have
2 full jurisdiction in equity of all claims or disputes
3 which may arise between any such corporation and
4 any of its members.

1 Sect. 9. No member of any such corporation,
2 who has borrowed money of the same, shall be
3 allowed to vote on any question affecting the claim
4 of such corporation against himself.

1 Sect. 10. This act shall take effect from and after
2 its passage.


