
No. 1736HOUSE

*

REPORT
OF THE

SPECIAL COMMISSION RELATIVE TO THE LAWS
PERTAINING TO THE SOLICITATION OF

MORTGAGES AND RELATIVE TO FAIR
PRACTICES IN MORTGAGE LENDING

AND RELATED MATTERS

Under Chapter 68 of the Resolves of 1945

March, 1946

boston
WRIGHT * POTTER PRINTING CO., LEGISLATIVE PRINTERS

32 DERNE STREET
1946

Cljc Commontoealtj) of epasoacjnisetts





I Sen. Richard S. Bowers, Chairman.
Rep. Henry D. Winslow, Vice-Chairman

By the President of the Senate.
Sen. Richard S. Bowers, Brookline.
Sen. Chester A. Dolan, Jamaica Plain

By the Speaker of the House
Rep. Henry D. Winslow, Cambridge
Rep. Charles K. Endicott, Canton.
Rep. Joseph P. Ferriter, Westfield.

F. Earl Wallace, Commissioner of Banks.
Charles F. J. Harrington, Commissioner of Insurance.
Walter H. Neaves, President, Federal Home Loan Bank of Boston

Marshall R. Pihl, Secretary,

Cl)c Commontaealtb of QUassacbusetts

MEMBERS OF THE COMMISSION.



Resolve providing foe an Investigation and Study by a Special
Unpaid Commission eelativb to the Laws pertaining to the
Solicitation of .Mortgages and relative to Fair Practices
in Mortgage Lending and Related Mattbi

Resolved, That an unpaid special commission, consisting of twoat

iembers of the senate to be designated by the president thereof
three members of the house of representatives to be designated by
the speaker thereof, the commissioner of banks or a person appointed
ay him, the commissioner of insurance or a person appointed by him,

the president of the Federal Reserve Bank or a person appointed by
him and the president of the federal home loan bank of Boston or a
person appointed by him, is hereby established for the purpose of
investigating the advisability of revising the laws of the common

wealth relative to the solicitation and procurement of mortgages
mortgage loans and other loan agreements, and of studying the law
and practices governing the mortgaging of real estate with a view to
recommending such changes therein as may be necessary or desirable
to eliminate any existing abuses. In making its investigation and
study hereunder, said commission shall consider the subject matter
of current house documents numbered four hundred and eighty-one
and nine hundred and thirty-one. Said commission shall be pro-
vided with quarters in the state house or elsewhere, shall hold hearings,
shall have the power to summons witnesses and to require the pro-
duction of books, records and papers, and the giving of testimony
under oath, and may employ technical assistants and expend for
clerical and other services and expenses, such sums, not exceeding,
in the aggregate, thirty-five hundred dollars, as may hereafter be
appropriated therefor. Said commission shall report to the general
sourt the results of its investigation and study, and its recommenda-
tions, if any, together with drafts of legislation necessary to carry its
recommendations into effect, by filing the same with the clerk of the
house of representatives on or before the first Wednesday in December
in the current year. Approved July 23, 19^5.
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HOUSE No. 481

By Messrs. Ferguson of Lexington and Brown of Beverly, petition of diaries
E. Ferguson and Russell P. Brown that co-operative banks be authorized to
jnake certain additional loans on mortgaged property. Banks and Banking.

In the Year One Thousand Mine Hundred and Forty-Five.

An Act authorizing co-operative banks to make certain addi-

tional LOANS ON MORTGAGED PROPERTY.

Be it enacted by the Senate and House of Representatives in General
Court assembled, and by the authority of the same, as follows:is follou

1 Chapter one hundred and seventy of the General Laws is hereby
2 amended by inserting after section thirty-six D, inserted by sec-
-3 tion one of chapter two hundred and ninety-three of the acts of
4 nineteen hundred and forty-one. the following new section:
5 Section S6E. With the approval of the board of directors of
6 any such corporation and at the request of the owner of any
7 equity of redemption there may be advanced to any borrower on
8 his loan such sum, not exceeding three hundred dollars, to be ex-
-9 pended for repairs, taxes or other legal charges, as will leave the

10 amount due on said loan a multiple of fifty dollars; provided,
11 that no loan hereunder shall be made that will increase the in-
-12 debtedness of the borrower to an amount greater than that origi-
-13 nally loaned, or to an amount greater than eighty per cent of the
14 value of the mortgaged property. The directors shall compute
15 the amount of monthly payments that will be necessary to effect
16 the payment of the indebtedness at a time not more than twenty
17 years from the date of the change of the mortgage and the change
18 shall be evidenced by an instrument signed by the borrower and
19 setting forth the new amount due, the amount of monthly

HOUSE DOCUMENTS TO BE CONSIDERED
BY THE COMMISSION.
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26 tion, of any mortgage recorded prior to the effective date of this
27 section unless the written assent of such holder shall be obtained,
8 nor shall any such action affect the rights of an original borrower

29 whose note is dated prior9 whose note is dated prior to such time unless his written consent
hall be

5 the holder, other than the corporation granting the accommodcTHE

HOUSE No. 1735. [Apr.

!0 payments thereafter required and the date to which the mort-
gage is extended. The mortgage shall not be prejudiced by the

hanges herein authorized and it shall continue to be held by

k as githe bank as good and sufficient security for the amount due by the
4 borrower. No action under this sectioriction shall affect the rights
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HOUSE No. 931

By Messrs, Ferguson of Lexington and Brown of Beverly, petition of Chari!
E. Ferguson and Russell P. Brown relative to unfair competition through tlhrough the

licitation or procurement of certain choses in action and remedies ther
The Judiciary

In the Year One Thousand Nine Hundred and Forty-Five.

A.n Act relative to unfair competition through the solicitation
or procurement of certain choses in action, and remedies
therefor.

Be it enacted by the Senate and House of Representatives in General
nut assembled, and by the authority of the same, as follows:

1 Chapter ninety-three of the General Laws, as appearing in the
2 Tercentenary Edition thereof, is hereby amended by adding at

the end of said chapter the following new section:
4 Section Whoever, asprincipal or agent, directly or indirectly,
5 makes a practice of soliciting or attempting to procure the substi-
-6 tution of himself, his principal, agent or nominee as obligee in any
7 existing chose in action, whether unsecured or secured by mortgage
8 or otherwise, shall be liable in tort for unfair competition to any
9 person who by such practice is deprived of or disturbed in his

10 possession of any such chose in action, in the amount of the prin-
-11 cipal balance of such chose in action at the time of such solicitation
12 or attempt to procure, with reasonable attorneys’ fees in addition
13 to his statutory costs. In actions under this section, the fact
14 that the defendant has solicited or attempted to procure any such
15 choses in action on two or more occasions shall be prima facie
16 evidence that the defendant has made a practice of soliciting or
17 attempting to procure such substitution.
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REPORT OF THE SPECIAL COMMISSION RELA-
TIVE TO THE LAWS PERTAINING TO THE
SOLICITATION OF MORTGAGES AND RELA-
TIVE TO FAIR PRACTICES IN MORTGAGE
LENDING AND RELATED MATTERS.

To the Honorable Senate and House of Representati

The special unpaid Commission, created under the
provisions of chapter 68 of the Resolves of 1945, has the
honor of transmitting the following report.

Organization.

In pursuance of said chapter 68, Resolves of 1945,
the President of the Senate appointed Senator Richard
S. Bowers of Brookline and Senator Chester A. Dolan
of Jamaica Plain. The Speaker of the House of Repre-
sentatives appointed Representative Henry D. Winslow
of Cambridge, Representative Charles K. Endicott of
Canton, and Representative Joseph P. Ferriter of West-
field. F. Earl Wallace, Commissioner of Banks, Charles
F. J. Harrington, Commissioner of Insurance, and
Walter M. Neaves, President of the Federal Home Loan
Bank of Boston, agreed to serve on the Commission
personally. The President of the Federal Reserve Bank
decided not to serve on the Commission or to appoint a
person to serve in his place, on the ground that the sub-
ject matter to be studied by the Commission was out-
side the scope of the Federal Reserve Bank.

The Commission met and organized on October 4,
1945. Honorable Richard S. Bowers of Brookline was

Ctjc Commontoealtfc of spassacbusetts
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elected chairman and Honorable Henry D. Winslow of
Cambridge was elected vice-chairman. Marshall R.
Pihl of Winchester was elected secretary.

Scope of the Investigation and Study

The Commission, under said chapter 68, was “estab-
lished for the purpose of investigating the advisability
of revising the laws of the commonwealth relative to the
solicitation and procurement of mortgages, mortgage
loans and other loan agreements, and of studying the
laws and practices governing the mortgaging of real
estate with a view to recommending such changes therein
as may be necessary or desirable to eliminate any exist-
ing abuses”, and, in making such investigation and
study, the Commission was instructed to consider the
subject matter of House Documents Nos. 481 and 931
of 1945.

In view of the very large number of persons and lending
institutions who would be concerned in the investigation
and study, and in order to reach as many of them as
possible, it was voted to disseminate notices of the public
hearings, requests for information, etc., through the
state-wide organizations to which the persons and lending
institutions belonged.

Public Hearing on Subject Matter of House
Document No. 931 of 1945.

On Monday, October 22, 1945, a public hearing was
held by the Commission at the State House at which
time consideration was given to the subject matter
concerned in House Document No. 931 of 1945. The
notice of said meeting was distributed to all their re-
spective members through the voluntary co-operation
of the following organizations, namely: Massachusetts
Bankers Association, Savings Banks Association of
Massachusetts, Northeastern Federal Savings League,
Massachusetts Co-operative Bank League, Credit Union
League of Massachusetts, Inc., Federal Home Loan Bank,
Massachusetts Real Estate Exchange, Massachusetts
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Association of Real Estate Boards, and Boston Real
Estate Board. Notices were also sent to those insurance
companies which engage in the business of loaning money
on real estate mortgages through the office of the Com-
missioner of Insurance.

The meeting was largely attended and representative
of all the interests concerned. Various opinions were
expressed on the roots of the problem which are sum-
marized as follows:

/. The Interest Rate.

That the whole question may stem from the rate of
interest. There is no objection to interest rates. That
is a matter of the individual lending institution. The
banks themselves can control it. Mortgages may not
be shifted for any reason except interest rates, and then
the shift wall not occur unless there is a large differential.
That residential properties will not switch for a differ-
ential of one half per cent except in a relatively small
number of cases. Thev wall not switch for less than one
per cent.

That we are going through a cycle of low j rates for
money. We are passing through a crisis due to the
World War and managed prices. The rates on mort-
gages must follow the trend of supply and demand, just
as much as any stock or bond; and that it would be
unwise for the Legislature to pass a law to interfere with
such a trend.

That mortgage rates in Massachusetts have not
stepped down in comparison with governments. If the
rate drops too low7

, the money will have to go into gov-
ernments. That the best commercial rate is 3| per cent;
the best residential rate, 4 per cent. That probably a
5 per cent interest rate is sound over a period of years.
Government bonds are riskless; mortgage investments
have to assume risks.

That there was no complaint until we met a declining
rate of interest; and that competition is the life blood
of our country.
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On the other hand, it was maintained that interest
rates should be protected for the public. That if there
is a firm, mortgage contract for five to ten to fifteen
years, a bank has no question of a transfer; but that it
is the bank with the open mortgage which is vulnerable
and which needs legislative help.

That the competition is not alone as to the rates o
interest, but also as to the amounts of the loan. Thi;
involves the soundness of the lending institutions. Tha
the depositor or shareholder should be considered a;
well as the borrower.

That the public does not need to pay to find moi
today. That the old mortgagee should be permitted
meet the new terms.

2. Door Bell Binging, etc.
No voice was raised in defence of such practices. It

was unanimously maintained that such practices were
not for the good of the banking business and were detri-
mental to the interests of the banks in the long run.
That such practices include letter writing, searching the
records at the registries of deeds, spurious telephone
calls, etc.

That the wholesale ringing of door bells and inquiring
about present mortgage rates and terms of existing
mortgages has led the public, in many instances, to
become unduly distrustful of good banking connections.

That the “pirating” of mortgage loans is good at no
time; that it is a serious matter which might develop
into a “racket.”

Brokerage Commissions for Loans in General.
There seemed to be no serious objection to the cus-

tomary refinancing of a property upon the transfer
thereof on sale whereupon the real estate broker is often
paid a commission for negotiating the new loan. It was
pointed out that whereas the custom formerly had been
for the borrower to pay the commission, in the last few
years it had become the practice of certain lending insti-
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tutions to absorb the commission so as to induce property
owners to replace their mortgages at a lower rate of
interest.

In defence of the practice, it was maintained that the
placing of a mortgage is just as legitimate as any busi-
ness; that the finder who brings the borrower and lender
together is just as much entitled to a commission as a
clerk selling dry goods. That the average borrower
does not know where to go to get the type of loan which
he needs. That properties which have been financed at
a wrong time and rate should be permitted to be re-
financed on more favorable terms. That, if such pay-
ment of brokers commissions is illegalized, the lending
institutions will have to use their own employees for the
same purpose.

In opposition, it was maintained that the practice of
the banks paying the brokers commissions develops a
vicious circle which tends to harm the smaller lending
institutions by taking business away from them; and
that they would have to follow suit in self-protection
thus tending gradually to raise the amount of the com-
mission. That banks do not exist to pay brokers com-
missions, but to safeguard the public’s funds. That
there is an abundance of mortgage money available and
no borrower needs an introduction to a lending institu-
tion for anjr reasonable accommodation.

That the “switching” of mortgages affects both the
security of the borrower and the soundness of the bank
in bad times. That a mortgage with an institution for a
period of years is bound to receive greater consideration
than a comparatively new account which gets into diffi-
culty, and it is in the interest of the public to encourage
the continuation of the original contract unless some
real compensating value is evident to recommend the
change.

4- Advertising.

It was the concensus of opinion that advertising in the
newspapers and other mediums in a general way, or by
advertising as to rate of interest, should be permitted.



HOUSE No. 1735. [Apr.14

Absorption of Legal Costs, etc.
It had been brought to the attention of the Commis-

sion that in some cases where the title fees paid to the
attorneys examining the titles for loans were absorbed
in whole or in part by the lending institution, the fees
had been lowered to less than fair compensation for the
services and responsibility required.

Apparently, however, the practice is limited, and
scant information seemed to be available on the subject.
Those in attendance at the hearing doubted if the banks
will ever absorb all the costs.

Need for Legislation

It was pointed out that House Document No. 931 of
1945 had been filed to protect the interests of the mutual
lending institutions, such as co-operative banks, savings
banks, credit unions, insurance companies, etc. How-
ever, those present were practically unanimous in oppo-
sition to it, and the few who were in favor of any legisla-
tion at all did not like it.

Those who spoke on the subject submitted that the
“shifting” of mortgages was due in large part to the
activities of a limited number of real estate brokers.
That the licensing of real estate brokers is probably part
of the picture. That there should be a set of standards
to take care of the situation. In the same vein, it was
suggested that certain ethics must be set in the banking
profession, the same as in any other profession, and that
the various lending institutions of the Commonwealth
should get together and establish at least a tentative
schedule of reasonable rates and terms for mortgage
lending. That there should be a line of demarcation as
to what is ethical solicitation and what is not.

It was also strongly presented that no legislation
should be passed to prevent the prospective borrower
from having an open market in which to borrow at the
most favorable rates and conditions which he can get.
That there should be no desire to stop the free flow of



1946.] HOUSE No. 1735. 15

money and that the borrower should get the best bargain
which he can obtain.

At a subsequent hearing, when expression of opinion
on the same subject matter was again invited, it was
suggested that the whole practice of paying commissions
had seemingly tapered off since the creation of the
Commission, probably because it was felt that some law
might be evolved against the practice. It was also said
thai the situation wr as rampant until many of the co-
operative banks were forced to drop their interest rates
to meet the situation. That the trouble with this was
that the rate on dividends must consequently be reduced.
That the depositor or shareholder is just as important
as the borrower, and that he should have a fair return
on his money.

That the co-operative banks are particularly vulner-
able to raids on their portfolios because the co-operative
form mortgage is so written that the borrower after one
year could pay off any amount he wished on the mort-
gage. That this provision was not intended as a means
of prying loans loose from them, but that because of it
they might lose most of their business.

As to Legislation in Other States relative to the
Solicitation of Mortgages on Real Estate.

For the purpose of learning the experience of other
States in the matter of the solicitation of mortgages on
real estate, letters were written to the departments of
banks and to the real estate commissions, where they
existed, in all the other States.

The resulting replies disclosed neither any such prob-
lem nor any such legislation in existence or contemplated.

Questionnaire to lending Institutions relative to

the Solicitation of Mortgages and Abuses
WHICH MAY EXIST IN CONNECTION THEREWITH.

Although the attendance at the public hearings was
large and representative of those factions in the Com-
monwealth which would be most concerned, and, al-
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though in response to the invitation sent out in the
notices of the public hearings, a large number of written
communications were received, the Commission doubted
if it had yet obtained sufficient of the complete story
upon which to base positive conclusions. Therefore it
was decided to send to all those lending institutions
which loan money on real estate mortgages in the Com-
monwealth a questionnaire relative to the solicitation of
mortgages and any abuses which might exist in connection
therewith.

Whereupon, through the voluntary co-operation of the
rganizations to which they belong, a questionnaire was

prepared and distributed to the seven types of lending
institutions which loan the bulk of the money on real
estate mortgages in the Commonwealth, namely, the
savings banks, the co-operative banks, the national
banks, the trust companies, the federal savings and loan
associations, the credit unions, and the life insurance
companies. As a result, questionnaires were returned
from a large majority of such lending institutions which
gave the Commission a better opportunity to judge the
facts.

Some of the lending institutions, such as the national
banks, the trust companies, and the credit unions, had
little to report or suggest because the particular nature
of their respective operations did not involve loans on
real estate mortgages to much extent. The same was
true as to most of the insurance companies, only a small
number of which invest in real estate mortgages in the
Commonwealth. However, the returns from about
two thirds of the savings banks and the co-operative
banks permitted the Commission to "take the pulse”
of the situation, even though some of the largest of such
institutions failed to return the questionnaire.

In summarizing said returns, the following facts appear
to be evident:

1. During the last six months of 1945, only a very
small minority of such institutions had on its staffs any
persons who solicited mortgages on real estate. In most
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instances it was one of the officers who performed that
function as a routine matter in connection with his other
work, and devoting only a small part of his time thereto.
In the case of a few of the larger institutions such work
seemed to be one of the major duties of such persons, to
which they devoted from a third to a half of their time.

2. According to the questionnaire, the methods em-
ployed by such persons to secure mortgages included
the following: ‘‘Solicitations of operative builders.”
“Contact of individuals known to be purchasing homes.”
“Follow-up of persons proposing to build homes.”
“Checking applications received and interviewing pros-
pects.” “Contacting real estate agents and builders.”
“Personal contact with brokers and customers in bank.”
“No prescribed methods, simply conversations with
interested parties.” “Follow-up inquiries originated by
property owners.” “As manager of loan department,
solicits all types of loans from depositors.” “Active
contact is made with any party whom we believe in-
terested in placing a mortgage.” “Personal interviews
and explanation of types of loans available.” “Recom-
mending that the bank would be a good bank to
place their mortgage with.” “Calls on real estate
brokers and agents, contacting real estate brokers and
individuals.” “Solicitation by letter.” “Residential
loan applications through real estate brokers and
builders.”

3. Fifty-three institutions stated that during the last
six months of 1945 they had been represented by, or
accepted the services of, persons not regular employees,
who solicited mortgage loans for the institutions for
compensation. Such persons amounted to 416 in num-
ber, and they were practically all real estate brokers.
The average compensation paid was 1 per cent, but it
ranged from one half of 1 per cent to 4 per cent. None
of such institutions admitted any knowledge that any
of such persons solicited mortgages by door-to-door or
other random methods. Some said that they would not
condone such practices. One said: “We are informed
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by our correspondents that they solicit owners of real
estate by telephone to know if they are interested in a
mortgage, and solicit real estate brokers.” The persons
who brought in the most number of mortgages during
such period were reported to have brought in the follow-
ing number of loans apiece, viz., 150, 128, 97, 49, 21, 21
18, 17, and three, 12.

4. In answer to the question, "State the total amount
and number of all mortgage loans secured by your bank
during the last six months, exclusive of the rewriting of
any loans already held by your institution,” 349 institu-
tions showed 13,130 loans for a total of $69,351,572.

5. Fifty-four institutions showed that during the same
period 1,903 loans had been secured by persons on their
staffs whose duties included the solicitation of mortgages
for the total amount of $9,362,943.

6. Fifty-four institutions showed that during the same
period 1,911 loans had been secured by persons not
regular employees who were compensated therefor for
the total amount of $16,108,430.

7. In answer to the question, "State, if possible, the
total amount of all mortgage loans that your institution
lost to other institutions, that jmu know about,
exclusive of loans paid off on the sale of real estate,”
70 institutions showed 946 loans for a total of $3,907,561.

8. Only two institutions admitted that they had paid
any person compensation to prevent the loss of mort-
gages to other institutions. Two persons were paid $43
and $34.50, respectively, relative to two mortgages in
the respective amounts of $4,300 and $5,000 each.

9. To the question, “Do you favor legislation to
control any abuses that may exist in the solicitation of
mortgages?” out of 530 returns 214 said "3'es;” 126,
"no;” and the rest nothing.

10. To the question, “Are you in favor of a central
mortgage appraisal bureau?” out of the 530 returns 49
said “yes;” 247 said "no;” and the rest, nothing.

11. To the question, "Do you favor a research and
analysis division in the State’s Department of Banks?”
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out of the 530 returns 102 said 197 said “no;
and the rest, nothing.

12. On the item, “Please describe fully any abuses
that you think exist respecting the solicitation of mort-
gages,” 131 of the 530 institutions which returned the
questionnaire specified various particulars which they
deemed relative to abuses, and which for brevity are
summarized in the following categories; (a) door-bell
ringing; (5) telephone solicitation; (c) Boston banks
becoming over active in other sections; (d) raiding the
portfolios of other lending institutions by using informa-
tion obtained from the registries of deeds as a basis from
which to make personal solicitations; (e) lowering of
interest rates to obtain the loan; (/) absorption of title
fees and other expenses to offset the lowered interest
rates; (g) disregard of proper appraisal values; (,h ) loss
of loans to insurance companies with lower interest rates;
(i) terms of payment spread over too long a period of
time; (j) excessive use of principal prepayment clause
penalties.

In the course of these comments it was suggested that,
admitting that these abuses were prevalent, it was not,
however, a situation which could be cured by legislation,
but rather a matter to be handled by the Commissioner
of Banks. In addition, it was repeatedly maintained
that this was all a result of the fact that there was more
money available for mortgages than there were mort-
gages to be financed.

Public Hearing on Subject Matter of House
No. 481 of 1945.

On Tuesday, November 20, 1945, a public hearing was
held by the Commission at the State House, at wdiich
time consideration was given to the subject matter sug-
gested by House Document No. 481 of 1945. The notice
of said meeting was distributed to all their respective mem-
bers through the voluntary co-operation of the following
organizations namely, Massachusetts Bankers Asso-
ciation, Savings Banks Association of Massachusetts,
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Northeastern Federal Savings League, Massachusetts
Co-operative Bank League, Credit Union League of
Massachusetts, and Federal Home Loan Bank. Notices
were also sent to those insurance companies which engage
in the business of loaning money on real estate mort-
gages in Massachusetts through the office of the Com-
missioner of Insurance.

The meeting was largely attended and representative
of all the interests concerned. Various opinions were
expressed on the problems involved which are sum-
marized as follows:

It was pointed out by the proponents of said House
Document that its real underlying purpose was much
broader than it was worded, and that what they really
had in mind was something in the nature of an adjustable
or variable mortgage, such as written by the Home
Owners Loan Corporation, the Federal Home Loan
Banks, and contemplated in connection with the so-
called “G. I. Loans” under the Servicemen’s Readjust-
ment Act. That such mortgages are sometimes referred
to as flexible mortgages, and, according to their provi-
sions, after the loan has been sufficiently amortized to
make it feasible, the mortgagee may make further
“advancements” to the mortgagor to pay for repairs and
improvements to the mortgaged property, the amount
of which advancements may be added to the balance
due on the original indebtedness.

There was no opposition at all to the objective of such
legislation as to substance, but only as to form, it being
explained that the stumbling block seemed to be in the
legal theories with respect to after acquired goods. That
the Massachusetts conveyancers might doubt the valid-
ity of such a law as to junior mortgages, subsequent
creditors and lienors. It was said, however, that without
some sort of a law to that effect, it was impossible to
properly service the home owner. That the home owner
should be allowed to borrow from time to time under his
mortgage so long as the original amount was not ex-
ceeded. That such a law would lead to keeping homes
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in better repair and thus conserving the assets of the
community. But that such legislation as eventually
drawn should be written so as to apply for the benefit
of all mortgagors and mortgagees in Massachusetts.

As to Legislation in Other States relative to
Flexible Mortgages.

For the purpose of learning the experience of other
States in the matter of so-called “flexible” mortgages,
letters were written to the departments of banks and to
the real estate commissions, where they existed, in all
other States.

The resulting replies disclosed only two instances
wherein such legislation had been enacted. That which
seemed to be most applicable and adaptable to the
situation in Massachusetts was found in chapter 72 of
the laws of 1945 of the State of New Hampshire, which
provides
any sum orsums which shall be loaned by the mortgagee to the mortga-
gor at any time after the execution of any mortgage hereafter made,
for making repairs, additions or improvements to the mortgaged
premises, shall be equally secured with and have the same priority
as the original indebtedness, to the extent that the aggregate amount
outstanding at any one time when added to the balance due on the
original indebtedness shall not exceed the amount originally secured
by the mortgage.

This New Hampshire law was read to those present
at the public hearing on House No. 481 of 1945. All
present favored it in substance.

Recommendations
(a) As to Mortgage Practices

The Commission does not recommend legislation at
this time relative to the solicitation of mortgages or
relative to fair practices.

However, it is of the opinion that the General Court
should be prepared to enact legislation on this subject
should the abuses in the matter of the solicitation of
mortgages become substantially greater.
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(b ) As to Flexible Mortgages.
The Commission recommends the adoption of a flexible

mortgage statute in accordance with the bill entitled
“An Act to provide for Flexible or Adjustable Mort-

of Real Estate,” in Appendix A.gage:

Respectfully submitted,

Chairman.

Vice-Chairman.
CHESTER A. DOLAN, Jr
CHARLES K. ENDICOTT
JOSEPH P. FERRITER.
F. EARL WALLACE,

Commissioner of Banks

CHARLES F. J. HARRINGTON
Commissioner of Insura:

WALTER H. NEAVES

RICHARD S. BOWERS

HENRY D. WINSLOW,

President, Federal Home Loan Bank. Bosto.
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In the Year One Thousand Nine Hundred and Forty-Six.

An Act to provide for flexible or adjustable

MORTGAGES OF REAL ESTATE.

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

1 Section 1. Chapter one hundred and eighty-
-2 three of the General Laws is hereby amended by
3 adding a new section after section twenty-eight:
4 Section 28A. An}' sum or sums which shall be
5 loaned by the mortgagee to the mortgagor at any
6 time after the execution'of any mortgage, to be ex-
-7 pended for paying for repairs or replacements to, or
8 for taxes or other municipal liens, charges or assess-
-9 ments on the mortgaged premises, shall be equally

10 secured with and have the same priority as the
11 original indebtedness, to the extent that the aggre-
-12 gate amount outstanding at any one time when
13 added to the balance due on the original indebtedness
14 shall not exceed the amount originally secured by
15 the mortgage. This provision shall apply to all
16 forms of mortgages on real estate.

PROPOSED LEGISLATION.

Appendix A.
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