
HOUSE 161
By Mr. Petersen of Springfield, petition of the Home Owners Asso-

ciation of Springfield relative to investments by savings banks, trust
companies, credit unions and insurance companies in notes secured
by first mortgages of real estate. Banks and Banking.

In the Year One Thousand Nine Hundred and Thirty-Three.

An Act relative to Investments by Savings Banks, Trust
Companies, Credit Unions and Insurance Companies
in Notes secured by First Mortgages of Real Estate.

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

Clie Commontoealtf) of £^asoaci)uscttsi

1 Section 1. Clause one of section fifty-four of
2 chapter one hundred and sixty-eight of the General
3 Laws is hereby amended by striking out said clause and
4 inserting in place thereof the following: -

5 First. In first mortgages of real estate located in the
6 commonwealth not exceeding sixty per cent of the
7 value of such real estate; but not more than seventy
8 per cent of the whole amount of deposits shall be so
9 invested. If a loan is made on unimproved and unpro-

-10 ductive real estate, the amount loaned thereon shall
11 not exceed forty per cent of the value of such real
12 estate. No loan on mortgages shall be made except
13 upon written application showing the date, name of
14 applicant, amount asked for and security offered, nor
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15 except upon the report of not less than two members
16 of the board of investment who shall certify on said
17 application according to their best judgment, the value
18 of the premises to be mortgaged; and such application
19 shall be filed and preserved with the records of the
20 corporation.
21 If such loan is made on demand or for a shorter
22 period than five years, a revaluation in the manner
23 above prescribed shall be made of the premises mort-
-24 gaged not later than five years after the date of such
25 loan and at least every fifth year thereafter. If at the
26 time a revaluation is made the amount loaned is in
27 excess of sixty per cent, or in the case of unimproved
28 and unproductive real estate in excess of forty per
29 cent, of the value of the premises mortgaged, a suffi-
-30 cient reduction in the amount of the loan shall be re-
-31 quired, as promptly as may be practicable, to bring the
32 loan within sixty per cent, or in the case of unimproved
33 and unproductive real estate, within forty per cent, of
34 the value of the premises mortgaged; provided, how-
-35 ever, if, in the discretion of not less than two members
36 of the board of investment, it may be practicable to
37 allow the loan to remain in excess of sixty per cent, or
38 in the case of unimproved and unproductive real estate,
39 in excess of forty per cent, they may allow the same,
40 but in no event shall the loan be in excess of eighty-
-41 five per cent, or in the case of unimproved and unpro-
-42 ductive real estate, in excess of fifty per cent, of the
43 value of the mortgaged premises.
44 Whenever the commissioner deems an excessive
45 loan has been made, or is about to be made upon real
46 estate, he may cause an appraisal of said real estate to
47 be made at the expense of the bank making the loan.
48 One appraiser shall be named by the commissioner,
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49 one by the bank making the loan, and a third by the
50 two thus named. Said appraisers shall determine the
51 value of said real estate and certify the same in writing-
-52 to the commissioner and to the bank. If it shall appear
53 from said appraisal that said loan is in excess of the
54 amount allowed by this clause, the commissioner may
55 make such order in relation thereto as he deems
56 advisable.
57 This amendment shall apply to loans and invest-
-58 ments of credit unions organized under General Laws,
59 chapter one hundred and seventy-one, trust companies
60 organized under General Laws, chapter one hundred
61 and seventy-two, and savings bank life insurance as
62 defined in General Law's, chapter one hundred and
63 seventy-eight.

1 Section 2. General Laws, chapter one hundred
2 and seventy, section twenty-five, is hereby amended by
3 striking out said section and inserting in place thereof
4 the following:
5 No loan shall be made upon real estate unless a
6 written application is made therefor, showing the date,
7 name of applicant, amount of loan desired, description
8 of the property offered and other information deemed
9 necessary. A wuitten report thereon shall be made by

10 at least two members of the security committee, signed
11 by them, approving the security offered and certifying
12 to the value of the property according to their best
13 judgment. The application and report shall be filed
14 and preserved wuth all the other papers relating to the
15 loan, and when a loan is made the equity of the bor-
-16 rower shall be at least twenty per cent above all en-
-17 cumbrances when the security is improved real estate,
18 and at least fifty per cent above all encumbrances
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19 when the security is vacant land, less the withdrawal
20 value, at the time when the loan is made, of any shares
21 that are pledged as security therefor.
22 If in the discretion of not less than two members of
23 the security committee, the security for loans made
24 prior to June first, nineteen hundred and thirty-two, is
25 adequate, payments on the principal of said loan may
26 be waived for a period of one year, in which case the
27 borrower shall be required to pay only the interest on
28 said loan during the term of the suspension of principal
29 payments.

1 Section 3. Section two of chapter one hundred
2 and seventy-three of General Laws is hereby amended
3 by striking out said section and inserting in place
i thereof the following:-
5 Such corporation may loan money secured by deed
6 of trust or mortgage of real estate not subject to a prior
7 mortgage or encumbrance and situated in any state,
8 other than this commonwealth, or territory of the
9 United States, to an amount not exceeding fifty per

10 cent of the appraised value of said property. It may
11 also hold, sell and assign the bonds, notes, mortgages
12 and securities taken for such loans, may guarantee the
13 payment of the interest and principal of bonds, notes
14 or other evidences of debt secured as aforesaid, and
15 may guarantee title to the property securing such
16 evidences of debt for the time such debt remains un-
-17 paid; but this chapter shall not authorize such cor-
-18 porations to engage in the business of title insurance.
19 If in the discretion of the officers of said corporation
20 it may be practicable to allow loans made prior to
21 June first, nineteen hundred and thirty-two, which at
22 the time of this enactment exceed fifty per cent of the
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23 appraised value, to remain in excess of said fifty per
24 cent they may do so, but in no event shall the loan be
25 in excess of eighty-five per cent of said appraised value.

1 Section 4. Sub-section five, section sixty-three,
2 chapter one hundred and seventy-five of General Laws
3 is hereby amended by striking out said section and in-
-4 sorting in place thereof the following:
5 In loans upon improved and unencumbered real
6 property in any state of the United States and upon
7 leasehold estates in improved real property for a term
8 of ninety-nine years or more where fifty years or more

9 of the term is unexpired and where unencumbered ex-
-10 cept by rentals accruing therefrom to the owner of the
11 fee, and where the mortgage is entitled to be subro-
-12 gated to all the rights under the leasehold, provided
13 that no loan on such real property or such leasehold
14 estate shall exceed sixty per cent of the fair market
15 value thereof at the time of such loan, and a certificate
16 of the value of such property shall be executed before
17 making such loan by the persons making or authoriz-
-18 ing such loan on behalf of the company, which certifi-
-19 cate shall be recorded on the books of the company.
20 If in the discretion of the officers of said company it
21 may be practicable to allow loans made prior to June
22 first, 1932, which at the time of this enactment exceeded
23 sixty per cent of the fair market value thereof, to
24 remain in excess of said sixty per cent, they may do so,
25 but in no event shall the loan be in excess of eighty-five
26 per cent of said fair market value.
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