
To accompany the petition of the Massachusetts Cooperative Bank
League, by Charles B. Bethune, for legislation relative to loans on
real estate by cooperative banks. Banks and Banking.

In the Year One Thousand Nine Hundred and Twenty-Nine.

An Act relative to Loans on Real Estate by Co-
operative Banks.

Be it enacted hy the Senate and House of Repre-
sentatives in General Court assembled, and hy the
authority of the same, as follows:

1 Chapter one hundred and seventy of the
2 General Laws is hereby amended by striking out
3 section twenty-six and inserting in place thereof
4 the following:
5 Section 26. For every loan made upon real
6 estate, other than those hereinafter provided for,
7 a note shall be given, accompanied by a transfer
8 and pledge of the requisite number of shares stand-
-9 ing in the name of the borrower, and secured by a

10 mortgage of real estate situated in the common-
-11 wealth, the title to which is in the name of the
12 borrower and which is unencumbered by any
13 mortgage or lien other than municipal liens or
14 such as may be held by the bank making the loan.
15 No loan upon one parcel of real estate shall
16 exceed eight thousand dollars. The shares so
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17 pledged shall be held by the corporation as collat-
-18 eral security for the performance of the conditions
19 of the note and mortgage. The note and mortgage
20 shall recite the number of shares and the series to
21 which the shares belong and the amount of money
22 advanced thereon, and shall be conditioned upon
23 the payment at or before the stated meetings of
24 the corporation of the monthly dues on said
25 shares, and the interest and premium, if any,
26 upon the loan, with all fines on payments in
27 arrears, until said shares reach their matured
28 value, or said loan is otherwise cancelled and
29 discharged.
30 If the borrower fails to offer security satisfac-
-31 tory to the directors within the time prescribed
32 by the by-laws, his right to the loan shall be for-
-33 feited and he may be charged with one month’s
34 interest and one month’s premium, if any, at the
35 determined rate, and with such part of the ex-

-36 penses incurred as may be determined by the
37 board of directors; and the money appropriated
38 for such loan may subsequently be reloaned.
39 Loans on improved real estate made and secured
40 in the foregoing manner may at the option of the
41 borrower and with the approval of the directors
42 be converted into loans payable in or within three
43 years bearing interest at a rate not less than five
44 per cent per annum payable semi-annually,
45 quarterly or monthly, and secured by mortgages
46 on said real estate in common form, whenever the
47 full value of shares pledged to secure said loans,
48 after deducting all fines and any other charges
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49 legally incurred respecting said shares shall equal
50 or exceed twenty-five per cent of the amount of
51 the original loan, but not within four years from
52 the date of said loan, provided that application
53 for such conversion by the borrower and report
54 approving the security and certifying the value
55 of the property are made in the manner provided
56 for co-operative loans under section twenty-five
57 of this chapter and that when said converted loan
58 is made the loan will not exceed sixty per cent of
59 the appraised value of the property.
60 Unless the property is encumbered by a mort-
-61 gage other than that held by the bank and dated
62 prior to November first, nineteen hundred and
63 twenty-nine, the full value of the shares held by
64 the borrower after deducting all fines and any
65 other charges legally incurred shall, in the event
66 of the conversion from a co-operative to a com-
-67 mon form mortgage as above provided, be applied
68 as a credit to the amount of the loan theretofore
69 existing, whereupon such shares shall become
70 cancelled and the fact thereof together with the
71 fact of the conversion of said loan shall be en-
-72 dorsed upon or attached to the note in the follow-
-73 ing form;
74 19
75 The value of the shares herein pledged amount-
-76 ing to I has this day been applied as a
77 credit upon this note, leaving a balance due and
78 unpaid of $ and said shares this day
79 cancelled. For value received I promise to pay to
80 said corporation or its order dollars on
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81 or before together with in-
-82 terest thereon at the rate of per cent
83 per annum payable from date. Failure
84 to make payments as above stated shall constitute
85 a breach of conditions.
86 Neither the note evidencing the loan nor the
87 mortgage securing the same shall be prejudiced by
88 the application of the value of shares, notwith-
-89 standing the fact that a provision for such appli-
-90 cation and change was not originally made in
91 the note or mortgage, and both note and mortgage
92 shall continue to be held by the bank as good and
93 sufficient security for the balance remaining
94 unpaid.
95 In case the property is encumbered by a mort-
-96 gage other than that held by the bank and dated
97 prior to November first, nineteen hundred and
98 twenty-nine the conversion and credit above
99 provided for shall not be made or given without
100 first obtaining the written consent of the holder
101 of such other mortgage.
102 The total amount of converted loans thus
103 acquired shall at no time exceed twenty-five
104 per cent of the assets of the corporation. Prop-
-105 erty mortgaged to secure such converted loans
106 shall be revalued by at least two members of the
107 security committee at intervals of not more than
108 five years so long as they are mortgaged to the
109 corporation, who shall certify in writing accord-
-110 ing to their best judgment, the value of the
111 premises mortgaged. Such reports shall be filed
112 and preserved with the records of the corpora-



SENATE —No. 125.1929.] 5

113 tion. If at the time a revaluation is made the
114 amount loaned is in excess of sixty per cent of
115 the value of the premises mortgaged, a sufficient

reduction in the amount of the loan shall be116
required, as promptly as may be practicable,117

118 to bring the loan within sixty per cent of the
119 value of said premises.








