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EXECUTIVE DEPARTMENT

To the HonorableSenate and House ofRepresentatives:

In accordance with the provisions of Article LVI of the Amend-
‘i«ments of the Constitution, I am returning, herewith, House Bill No.

1687 entitled, “AN ACT INCREASING THE TOTAL AMOUNT OF
LOANS WHICH MAY BE MADE BY CREDIT UNIONS FOR
IMPROVEMENT OF REAL ESTATE.”

This bill would increase from ten percent to twenty percent that
percentage of the deposits and shares of a credit union which may be
loaned for the purposes of improvement, repair, alteration or
rehabilitation of improved real estate.

I approved legislation in 1970 to increase the maximum amount of
such loans from $3500 to $5OOO, and making the note payable in
seven years instead of five. However, I am now concerned that the
increased percentage of deposits which may be used for this purpose
will be adequately secured. Credit unions, unlike savings banks and
co-operative banks, are not required by statute to hold the first lien
on the real estate which becomes the security for a conventional,
home improvement loan.

About 90% of the deposits of credit unions are insured by the
Massachusetts Credit Union Share Insurance Corporation, under the
provisions of the Appendix to Chapter 171 of the General Laws. I
believe that limiting the authorized increase to those credit unions
which are insured will both provide extra funds for the desirable
purpose of improving residential properties while not jeopardizing
the financial security of the credit unions.

I therefore recommend the bill be amended as follows:
By striking out all after the enacting clause and inserting in place

thereof the following:
Subdivision D of section 24 of chapter 171 of the General Laws,

as most recently amended by chapter 197 of the acts of 1970, is
hereby further amended by striking out the fifth sentence and
inserting in place thereof the following sentence:— The aggregate
balance of principal outstanding at any one time on loans of this
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class shall not exceed ten percent of the deposits and shares of such
credit union, provided however, that the aggregate balance of
principal outstanding at any one time on loans of this class for a
credit union which is a member of the Massachusetts Credit Union
Share Insurance Corporation shall not exceed twenty percent of the
deposits and shares of such corporation.

Respectfully submitted

FRANCIS W. SARGENT
Governor of the Commonwealth.


