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House of Representatives. March 9,1858.

The Joint Standing Committee on Ranks and Banking, to
whom was referred the Report of the Insurance Commissioners,
relative to Loan and Fund Associations, have duly considered
the same, and report as follows :

The business of Loan and Fund Associations is one of con-
siderable magnitude. There are now incorporated in this Com-
monwealth, thirty-six associations, with a deposit amounting to
upwards of two millions of dollars, and the capital stock of
these associations when all paid up, will exceed four millions of
dollars.

The Act passed in the year eighteen hundred and fifty-four,
under which these associations are incorporated, is so broad
and undefined in its character, that it is difficult to comprehend
the object and purposes of the Act, and what is proposed to be
done under its provisions. Hence we find the thirty-six associ-
ations above referred to, doing business under by-laws and
regulations essentially different. Some of them, and not a few,
do hold forth inducements and opportunities for unprincipled
capitalists to take advantage of the confidence of persons of small
means, who are unable to protect themselves, and under the
operation of the by-laws and regulations of such associations,
great hardships have arisen.
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The Committee are of the opinion that legislation is neces-
sary to properly regulate, and establish on a basis better under-
stood by the public, all loan and fund associations, and to
provide for the incorporation of new companies of a similar
character.

They therefore respectfully report the accompanying Bill.

For the Committee,

W. LITTLEFIELD, Jr
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Eight.

AN ACT
To authorize and regulate the business of Deposit and

Loan Companies.

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 twenty-five in
2 number, and their successors, may become a body cor-
-3 porate, for the purpose of receiving deposits of money,
4 to be loaned on real estate security; and such corpo-
-5 ration shall be entitled to all the powers, privileges
6 and remedies, and shall be subject to all the duties,
7 restrictions and liabilities, set forth in the forty-fourth
8 chapter of the Revised Statutes, and in all general
9 laws of this Commonwealth now in force, or which

10 may be hereafter enacted, so far as the same may be
11 applicable to the business to be transacted by such
12 corporations.

In the Year One Thousand Eight Hundred and Fifty-
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13 The first meeting of any such corporation shall be
14 called by any five persons being original subscribers
15 to the capital stock thereof; which meeting shall be
16 notified and called in the same way and manner as is
17 provided in section third, chapter forty-four, of the
18 Revised Statutes.

1 Sect. 2. Before any such corporation shall com-
2 mence business, a majority of the shares of which its
3 capital stock shall consist, being not less than three
4 hundred in number, shall have been subscribed for,
5 and a payment in cash made thereon; and the presi-
-6 dent and secretary of such corporation, under their
7 hands and seals and duly attested by their oaths, shall
8 have made a certificate specifying—
9 First, The corporate name of such company;

10 Second, The city or town where located ;

11 Third, The amount of capital stock;
12 Fourth, The number of shares into which the same
13 is divided;
14 Fifth, The names of the stockholders, and the
15 number of shares held by each ;

16 Sixth, The time of organization ;

17 Seventh, The names and residences of the officers,
18 and,
19 Eighth, A true and perfect copy of the by-laws of
20 such corporation;
21 Which certificate shall be filed in the office of the
22 insurance commissioners of the Commonwealth. Any
23 amendment or alteration of such by-laws shall, within
24 thirty days after the adoption of the same, be duly
25 attested and filed as aforesaid. Copies of such certi-
-26 ficate, duly attested by said commissioners, shall be



1858.] 5HOUSE—No. 110.

27 admitted as sufficient evidence in all the courts of this
28 Commonwealth. No corporation established under
29 the provisions of this act shall take the name of any
30 corporation previously organized in theCommonwealth
31 for similar purposes.

1 Sect. 3. The stockholders of such corporations
2 shall be those persons who shall sign the by-laws
3 thereof, and who shall hold one or more shares of the
4 capital stock. Trustees for minors or women may
5 hold shares for or in behalf of their wards; women
6 may hold them in their own names, to their sole and
7 separate use.

1 Sect. 4. The officers of such corporations shall
2 consist of a president, vice-president, secretary, solici-
-3 tor and appraiser, who shall be chosen annually, to-
-4 gether with a board of directors, of not less than nine
5 persons, all of whom shall be members of the corpo-
-6 ration ; and the president and vice-president shall be
7 members of the board of directors.
8 At the first meeting of such corporations under the
9 provisions of this act, one-third of the hoard of direct-

10 ors shall be chosen for the term of one year, one-
-11 third for the term of two years, and one-third for the
12 term of three years; and in each and every subse-
-13 quent year one-third of the whole number of persons
14 of which said board of directors shall consist, shall
15 be chosen for the term of three years. And in case
16 of any vacancy arising from absence, death, resigna-
-17 tion, or any other cause, the same shall be filled by
18 election for the unexpired term caused by such
19 vacancy.
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1 Sect. 5. The president and secretary of such cor-
-2 poration shall be sworn to the faithful discharge of
3 their respective duties; and the secretary, who shall
4 he, under the direction of the board of directors, ex-
-5 officio treasurer, shall give such bonds for the faithful
6 discharge of his duties as the directors may require.

2 two kinds, viz.:
3 First. A capital stock, to consist of shares of one
4 hundred dollars each. The subscribers to said capital
5 stock may at their option pay the same either in full
6 at the time of subscribing, or in equal monthly instal-
7 ments of not less than one dollar per month: provided,

8 that no certificate of capital stock shall be issued
9 until the full amount has been paid thereon. And

10 any stockholder or his legal representative shall, upon
11 giving one month’s notice to the secretary of such
12 corporation, he entitled to withdraw his deposits or
13 payments upon his stock from any money then on
14 hand, or from the money next received in the ordinary
15 course of business, from the investments on bonds and
16 mortgages, together with the dividends then declared.
17 Second. Redemption, or loan stock, to consist of
18 shares of one hundred dollars each; which shares
19 shall be created from the receipts of the corporation,
20 and in no case in advance thereof. Certificates of this
21 stock shall be sold at auction to members of the cor-
-22 poration only, by the president, at such time and place
23 as may be specified in the by-laws of said corporation.
24 Each certificate of this stock shall entitle the pur-
-25 chaser thereof to a loan in cash of ’the amount for
26 which such certificate is issued; upon his giving his

1 Sect. 6. The stock of said corporation shall be of
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27 bond, secured by satisfactory mortgage on real estate,
28 binding him to repay the amount of said loan to the
29 corporation in not exceeding twelve years from the
30 date of said certificate, in equal monthly payments,
31 with interest thereon, at the rate of six per centum
32 per annum, payable monthly during each and every
33 year; the said interest of six per centum to be com-
-34 puted upon the amount of such loan remaining un-
-35 paid at the commencement of each year: provided ,

36 that any borrower from any such corporation may at
37 any time cancel his bond and mortgage, by paying the
38 amount then unpaid upon his mortgage, and the in-
-39 terest then accrued. And the corporation shall then
40 cancel the certificate or certificates upon which such
41 loan was obtained, and issue and sell new ones for the
42 same amount and to run for the same term of time as
43 those originally issued, and the borrower who has
44 thus repaid his loan, shall be paid such part of the
45 premium for which said new certificates may be sold,
46 as may be proportionate to the unexpired term for
47 which his certificate or certificates were issued.

1 Sect. 7. Dividends of profits upon the capital
2 stock of such corporations, shall be paid semi-annu-
-3 ally, in cash, on all shares fully paid up; and on
4 shares upon which partial payments only have been
5 made, such dividends shall be credited to the account
6 of the subscribers therefor, until the payments made,
7 and the dividends credited, shall amount to the full
8 par value of such shares: provided, that in any scmi-
-9 annual dividend, not more than one-twenty-fourth

10 part of the premium paid upon shares of redemption
11 stock shall be reckoned as among the profits of such
12 corporation.
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1 Sect. 8. In addition to the dividends provided in
2 the preceding section, the directors may from the sur-
-3 plus profits, if any there be, make and declare extra
4 dividends not oftener than once in six years, upon all
5 the deposits then held as the capital stock of such
6 corporations.

1 Sect. 9. All corporations established under this
2 act, may frame such by-laws, as to the members there-
-3 of may seem proper : provided, the same are not
4 repugnant to this act, or to any other law of this Com-
-5 monwealth. Fines may be imposed for the non-pay-
-6 merit of dues and interest, as may be provided in the
7 by-laws: provided, however , such fines shall in no case
8 exceed five cents upon each dollar due such corpora-
-9 tion at the time of settlement, if such settlement be

10 made within six months from the first default; or ten
11 cents upon each dollar due if more than six months
12 have elapsed from the first default.

1 Sect. 10. The amount of fines, as provided in the
2 preceding section, together with the premiums paid
3 for the certificates of redemption stock, as provided in
4 the sixth section of this act, and the monthly interest
5 upon its loans, shall be considered profits of said cor-
-6 porations, and the same shall not be taken or deemed
7 to be illegal interest.

1 Sect. 11. Any loan and fund association now
2 organized under the provisions of chapter four hun-
-3 dred fifty-four of the acts of the year one thousand
4 eight hundred and fifty-four, or any association now
5 acting under trustees, may upon complying with the
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2

6 provisions of this act, avail themselves of all the
7 powers and privileges, and shall be subject to all the
8 duties and liabilities, herein set forth.
9 And all such loan and fund associations now organ--10 xzed under the said act of one thousand eight hun-

-11 died and fifty-four, as shall or may choose to continue12 to act in accordance with the provisions of said chap-
-13 ter, shall on and after the first day of June next,
14 charge their borrowers interest only upon the net
15 amount of money loaned to them, and shall also dc-
16 duct the payments made upon any sums heretofore
17 loaned, or hereafter loaned by them, from the princi-
-18 pal sum so loaned, at least once in every year, and
19 shall compute interest only upon the actual balance

20 then remaining unpaid ; and such loan and fund a
21 elation shall in no case charge to, or receive from their
22 depositors or borrowers, as fines or penalties for the
23 non-payment of dues or interest, or both, a sum ex-
24 ceeding the amount provided for in section ninth of
25 this

1 Sect. 12. Upon compliance with the provisions of
2 the preceding section, all loan and fund associations
3 organized under the act of one thousand eight bun
4 dred and fifty-four, shall he entitled to all the privi
5 leges set forth in the tenth section of this act.

1 Sect. 13. Any depositor, or Ids legal representa-
-2 tive, in any corporation or association established
3 under chapter four hundred and fifty-four of the acts
4 of one thousand eight hundred and fifty-four, shall
5 upon giving one month’s notice in writing to the sec-
-6 rotary thereof, of his desire to withdraw therefrom be
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7 entitled toreceive the amount of monthly dues by him
8 paid or deposited, together with not less than four per
9 cent, per annum interest, for the average time during

10 which such amount shall have been deposited, deduct-
-11 ing therefrom his just proportion of any losses or

12 expenses which may have occurred in the legitimate
13 business of such association; which amount shall he

14 paid out of any money then on hand, or out of the
15 next money received in the ordinary course of busi-
-16 ness from the investments on bonds and mortgages.
17 And in case any demand is made for withdrawal as
18 aforesaid, and any officer or officers of such associa-
-19 tions shall unreasonably neglect or refuse to pay the
20 same, or shall loan the money required for such with-
-21 drawal as above provided, such officer or officers

22 shall thereby become individually liable to the party
23 aggrieved for the amount of such withdrawal.

1 Sect. 14. Every loan and fund association here-

-2 tofore incorporated, and every company which may
3 hereafter become incorporated by virtue of this act,

shall annually, in the month of October, make a re-

-5 turn to the insurance commissioners, in such manner
6 and form as shall be prescribed by them, showing the

7 actual condition and standing of such association or

8 company, on the first day of said month , and said

9 associations and companies shall, at all reasonable
10 times, when called upon by the said commissioners,
11 submit their books, papers and accounts to them for

12 examination, and any officer, agent or member, shall,
13 when required by the said commissioners, answer all
14 reasonable questions, which may be propounded by
15 them, for the purpose of ascertaining the true standing
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16 and condition of such association or company; and
17 any such officer, agent or member, who shall at any
18 time refuse or neglect to comply with the provisions
19 of this section, shall be liable to a penalty of not less
20 than one hundred dollars, nor more than five hundred
21 dollars for each offence, to be recovered by the insur-
-22 ance commissioners in an action for debt before any
23 court of competent jurisdiction, for the use and benefit
24 of the Commonwealth.

1 Sect. 15. Every such corporation, whenever it
2 shall have a surplus of funds on hand, beyond what
3 shall be required for loans to members, shall have the
4 power and right to purchase good first mortgages
5 upon real estate of other parties, without regard to
6 membership.

1 Sect. 16. No corporation shall have the right to
2 contract any debt in the name or behalf of such cor-
-3 poration, excepting what may be necessary to pay the
4 current expenses thereof.

1 Sect. 17. It shall be the duty of every loan and
2 fund association, heretofore incorporated, and every
3 deposit and loan company which may hereafter be-
-4 come incorporated by virtue of this act, annually,
5 between the first and tenth day of May, to make return
6 by mail or otherwise, to the assessors of every city
7 or town in this Commonwealth, in which any stock-
-8 holder in such corporation may reside, the name of
9 each owner residing in such city or town, with the

10 number of shares belonging to such stockholder, and
11 the amount of the payments thereon, exceeding one
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12 hundred dollars, on the first day of May of that year,
13 and shall also state the whole amount of the capital
14 stock, and the place of business of such corporation.
15 And if any such corporation shall refuse or neglect to
16 make such returns, or shall make any false return,
17 such corporation, so offending, shall forfeit, for every
18 such offence, a sum not less than fifty dollars, nor
19 more than one thousand dollars, to the use of any
20 city or town in which any such stockholder may reside,
21 to he recovered by an action of debt, in the name of
22 the treasurer of said city or town, in any court of
23 competent jurisdiction.

1 Sect. 18. The provisions of chapter two hundred
2 and thirty-six of the acts of the year one thousand
3 eight hundred and fifty-five, and chapter fifty of the
4 acts of the year one thousand eight hundred and fifty-
-5 seven, shall be taken and held to apply to all corpora-
-6 tions organized under this act.
7 And chapter four hundred and fifty-four of the acts
8 of the year one thousand eight hundred and fifty-
-9 four, and all other acts and parts of acts, inconsistent

10 with the provisions of this act, are hereby repealed

1 Sect. 19. This act shall take effect, except so far
2 as is herein otherwise provided, on and after its pas-
-3 sage.


