
HOUSE No. 425

By Mr. Wellman of Topsfleld, petition of Clarence J. Lamb that
bonds secured by first mortgages on real estate be authorized legal
investments for savings banks. Banks and Banking. Jan. 15.

An Act relative to Investments by Savings Banks.

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

1 The clause entitled “ First ”of section fifty-
-2 four of chapter one hundred and sixty-eight of the
3 General Laws is hereby amended by inserting
4 after the word “First ” where it appears as the
5 title of said clause in line three of said section
6 fifty-four, the subdivision title, “(a).”
7 Said clause entitled “ First ” is further
8 amended by adding at the end thereof the follow-
-9 ing:

10 (b) In any part or all of an issue or issues of
11 bonds of an individual, corporation, association or
12 trustee, secured by a first mortgage or mortgages
13 on improved real estate or improved real estate
14 with equipment or other property or rights used
15 in connection therewith or both or ail, situated in
16 this commonwealth subject to the following pro-
-17 visions:
18 (1) The indebtedness secured by such mort-
-19 gage shall not exceed sixty per cent of the

Cbc Commontoealtf) of

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



HOUSE No. 425. [Jan.9

total value of the real estate so mortgaged as
determined under the provisions of the following
paragraph.
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(2) Upon application by the individual, cor-
poration, association or trustee issuing or desiring
to issue such bonds, the total value of the real
estate shall be determined by three appraisers
appointed by the commissioner of banks, one of
whom shall be the president, treasurer or member
of the board of investment of a Massachusetts
savings bank in the city or town in which the
property is situated, or if there is no savings bank
in said city or town in the nearest city or town
in which a savings bank is located, not more than
two of which said appraisers shall be residents
of the city or town in which the property is
situated. The report of the appraisers shall be
sworn to by all three appraisers, shall state sepa-
rately the value of the land and of the buildings
thereon and shall state both the market value and
the rental value of the mortgaged real estate.
The report of the appraisers, including therein all
information upon which the appraisal is based,
shall be filed with the commissioner of banks and
thereupon he may issue a certificate of the total
value as found by the appraisers of the real estate
to be mortgaged. The cost of the appraisal shall
be paid by the applicant under such regulations
as the bank commissioner may prescribe. Nothing
herein contained shall be construed as making said
appraisal conclusive either upon the bank com-
missioner or upon or in favor of any other party,
nor shall such appraisal relieve the officers and
investment committee of any savings bank or trust

23
24
25
26
27
28
29

30
31
39

90

34
35
36
07
6l

38

39
40

41
42
43
44
45
46
47
48
49
50
51
52

D53



No. 425.HOUSE1925.1 1

nrpanv from determining for themselves the54
market value and rental value of the mortgagedJO

property; but such officers and investment com-
mittee,' in determining such market value and
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rental value may, without personal examination,
if acting in good faith, rely upon the facts set out

58

59

in said appraisal and accompanying statement.60

(3) The buildings upon the real estate secured
by such mortgage shall have been constructed for
at least two years prior to the time such in-
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64 tment is made.

(4) It shall not be lawful for savings banks or
savings departments or trust companies to invest
in said bonds unless the commissioner of banks
certifies that the appraised value of the real estate
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given as security for the first mortgage exceeds
one hundred thousand dollars.
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(5) A first mortgage given as security for
bonds as herein provided shall run to a trust com-

pany duly incorporated under the laws of the
commonwealth, or to a national bank with its
regular place of business in Massachusetts, as
trustee, together with an individual trustee if de-
sired; provided, however, that the capital and
surplus of any trust company of bank acting as
trustee shall be not less than five hundred thou-
sand dollars. The applicant shall file with
the commissioner of banks a copy of the mort-
gage to the trustee and said mortgage shall contain
therein the particulars of the bond issue, includ-
ing the amount of the loan, a description of the
property given as security, the term of years for
which the bonds are issued, the rate of interest
and the denominations in which the bonds are
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88 issued. Said applicant shall also file with the
89 commissioner of banks a legal opinion as to the
90 title of the real property given as security and a
91 certificate giving the name and address of the
92 agent for the payment of principal and interest

he bonds. The report of the appraisers, a copy
94 of the trust mortgage, the legal opinion as to title'4

all be a matter of public
the commissioner of banks.

and the certificate s
record in the office o
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The trust mortgage shall require that the property
given as security be insured to its full insurable
value. The trustee or trustees shall have full
authority on behalf of the bondholders to enforce
the conditions of the mortgage. In case of the
failure of the trustee or trustees to enforce the
conditions of the mortgage, the commissioner of
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application of any bond-
iings to enforce the con-
i the name of the trustee

banks, upon the written
holder, may bring proce*

104
105 proce 1
106
107 or trust

108 (6) All bonds issued under the provisions of
109 this act shall mature in not more than thirty
110 years from the date thereof and shall be issued
111 either upon the serial plan as hereinafter de-
-112 scribed or upon the sinking fund plan as herein-
113 after described.
114 The serial plan shall provide that at least one
115 per cent of the aggregate principal amount of
116 a bond issue under the serial plan shall be paid
117 annually, except the first year, up to and including
118 the fifth year; at least two per cent shall be
119 paid annually thereafter from the sixth year to
120 the date of maturity of the bond.
121 The sinking fund plan shall provide that a sum
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of money shall be deposited with the trustee or
trustees to which the mortgage given as security
runs, at least once in every six months during
the life of the bonds, and beginning not later than
eighteen months after the date of the issue of
said bonds, the said deposits to be made at such an
annual rate as shall enable an amount of said
bonds, equal to the amount of bonds which would
be paid from time to time under the serial plan, to
be purchased by the trustee at a price not exceed-
ing the callable price of said bonds as set forth
in the mortgage, or, if such purchase is not pos-
sible, to be called by the trustee at said call price.
Any bonds so purchased or called by the trustee
shall be cancelled and retired immediately, and no
other bonds shall thereafter be issued in their
place. The first mortgage securing said bonds
shall contain adequate provisions for carrying out
all the requirements of this paragraph.
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(7) So much of said deposits as is invested in
said bonds, which are secured by real estate, either
with or without other property or rights or both,
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hall be exempt from taxation under the provi144
sions of section twelve of chapter thirteen of the
General Laws.
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(8) Not more than one fifth of the total
amount of deposits of a savings bank, or of the
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savings department of a trust company, shall be
invested under the provisions of this act, this
one fifth limitation to be included in the
seventy per cent limitation now governing
the total amount of deposits of a savings bank or
the savings department of a trust company that
may be invested in real estate mortgages: and not
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156 exceeding one per cent of the total deposits of
157 a savings bank, or of the savings department of a
158 trust company, shall be invested in the bonds of
159 any one issue. All provisions of existing law rela-
-160 tive to the investment of said deposits, not in-
-161 consistent herewith, shall apply to the investment
162 of said deposits in said bonds.
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