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Che Commontoeaith of Massachusetts

Senate, Februarjr 10, 1947.

The committee on Banks and Banking, to whom was 
referred the petition (accompanied by bill, Senate, No. 
149) of the Savings Banks Association of Massachusetts, 
by C. Rodgers Burgin, president, for legislation to author
ize savings banks to make direct-reduction loans on real 
estate, report the accompanying bill (Senate, No. 452).

For the committee,

h . p . M cAl l i s t e r .

[Senator Flemming dissents.]
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Cljc Commontoealtf) of ^assacfjusetts

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

A n  A ct authorizing savings banks to make direct- 
reduction LOANS ON 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 Clause First of section 54 of chapter 168 of the Gen-
2 eral Laws, as most recently amended by chapter 256
3 of the acts of 1946, is hereby further amended by in-
4 serting after subdivision (/) the following new sub-
5 division: —
6 (g) A loan secured by a first mortgage of real estate
7 located in the commonwealth, or in a state contiguous
8 to the commonwealth and within a radius of twenty-
9 five miles of the main office of the savings bank

10 making the loan, except real estate referred to in sub-
11 section (6) hereof, not exceeding eighty per cent of the
12 value of the premises to be mortgaged, may be made
13 for a period of not more than twenty years from the
14 date of the note; provided, that the terms of the note
15 shall require fixed monthly payments, in the same
16 amount during the term of the loan, which payments
17 shall be first applied to interest and the balance there-
18 after remaining applied to principal. Interest upon
19 each loan shall be computed monthly on the unpaid
20 balance thereof. In the case of a construction loan
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21 under this subsection, the monthly payments may be
22 computed and fixed so that any or all of the first six
23 monthly payments may be less than the remaining
24 monthly payments by such amounts as otherwise
25 would be applied to principal. Any mortgage taken
26 under this subsection shall contain a provision requir-
27 ing the payment each month of a proportionate part
28 of the estimated real estate taxes and betterment as
29 sessments. Failure to comply with any of the fore-
30 going requirements contained in such a mortgage or
31 note shall constitute a breach of condition for which
32 the unpaid balance of such loan shall become due and
33 payable forthwith at the option of such corporation.
34 No loan under this subsection shall be made for a sum
35 in excess of twelve thousand dollars.
36 Such corporation may accept principal payments in
37 excess of payments required under any mortgage
38 written under this subsection, in which event the board
39 of investment may reduce the monthly payments as
40 set forth in said mortgage; provided, that such re-
41 duced payments shall not extend the original term of
42 the mortgage, except as authorized by the following
43 paragraph.
44 With the approval of the board of investment of
45 such corporation, at the request of the owner of the
46 equity of redemption and upon a certification by said
47 board that the then balance of the amount due does
48 not exceed eighty per cent of the value of the mort-
49 gaged premises, the amount of the fixed monthly pay-
50 ments called for by any such note and mortgage may
51 be changed; provided, that any such change shall not
52 result in the extension of the term of such loan beyond
53 twenty years from the date of such change; and pro-
54 vided, further, that such change shall be evidenced by
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55 an instrument setting forth such change, payments
56 and mortgage extension.
57 With the approval of the board of investment of
58 such corporation, at the request of the owner of the
59 equity of redemption and upon certification by said
60 board that the then balance of the amount due does
61 not exceed sixty per cent of the value of the mort-
62 gaged premises, so much of the monthly payments as
63 would otherwise be credited to principal may be re-
64 duced or waived for such period of time as said board
65 may approve, provided, that such change shall be
66 evidenced by an instrument setting forth such change,
67 payments, and mortgage extension, and provided,
68 further, that not later than three years after the date
69 of such change, not less than two members of said
70 board shall certify in writing, according to their best
71 judgment, the value of the premises mortgaged; and
72 the premises shall be revalued in the same manner at
73 intervals of not more than three years so long as they
74 are mortgaged to such corporation. Such certificates
75 shall be filed and preserved with the records of the
76 corporation. If at the time such revaluation is made,
77 the amount loaned is in excess of sixty per cent of the
78 value of the premises mortgaged, a sufficient reduction
79 in the amount of the loan shall be required, as promptly
80 as may be practicable, to bring the loan within sixty
81 per cent of the value of said premises.
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