
SENATE No. 12
By Mr. Brennan, a petition (accompanied by bill, Senate, No. 12) of

John A. Brennan, Jr., and George Bachrach for legislation to authorize
credit unions to make graduated payment mortgages. Banks and Banking.

Be it enacted by theSenate and House of Representatives in General
Court assembled, and by the authority of the same, as follows:

1 Section 1. Section 35 of chapter 168 of the General Laws
2 is hereby amended by inserting after paragraph 6C the fol-
-3 lowing paragraph:
4 6D. A mortgage loan not exceeding ninety-five per cent of
5 the value of the real estate or in excess of ninety-five per cent
6 of the real estate, but in no event more than one hundred per-
-7 cent of the value of the real estate if such excess is secured by
8 a deposit account assigned or pledged to the corporation to be
9 used to supplement the monthly payments, payable not more

10 than thirty-five years from the date of the note; provided, that
11 the loan shall be secured by a mortgage on real estate im-
-12 proved with a dwelling designed to be occupied by not more
13 than four families and occupied or to be occupied in whole or
14 in part by the mortgagor; and provided further, that the
15 terms of the note or mortgage shall require monthly principal
16 and interest payments which increase according to one of the
17 following schedules (1) 7.5 percent annually for a grad-
-18 uation period of five or fewer years; (2) 5.0 percent annually
19 for a graduation period of five or fewer years; (3) 2.5 percent
20 annually for a graduation period of five or fewer years; (4)
21 2 percent annually for a graduation period of 10 or fewer
22 years; (5) 3 percent annually for a graduation period of 10 or
23 fewer years; or (6) according to a schedule approved by the
24 commissioner provided that no such schedule shall allow a
25 graduation period of more than ten years; and subsequently
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26 in such amounts that the aggregate principal reduction at any
27 time during the remaining term of the loan shall not be less
28 than that which would be required in the case of a note of
29 like amount and interest rate providing for complete amortiza-
-30 tion by equal monthly payments over a period of twenty-five
31 years or the remaining period of the loan, whichever is great-
-32 er; and provided, further, that construction of the dwelling
33 on the mortgaged property shall be completed prior to the
34 making of any disbursement on the loan in excess of eighty
35 per cent of the value of the real estate, that the mortgagor
36 shall furnish to the board of investment an affidavit that the
37 mortgagor does not require junior financing, that the board of
38 investment shall certify in writing that the dwelling has a use-
-39 ful life beyond the term said loan has to run; and provided,
40 further, that the portion of the unpaid balance of the loan
41 which exceeds eighty per cent of the value of the acceptable
42 collateral shall be guaranteed or insured by the Federal Hous-
-43 ing Administration, the Veterans Administration, or a mort-
-44 gage insurance company which has been determined to be a
45 “qualified private insurer” by the Federal Home Loan Mort-
-46 gage Corporation (Public Law 91-351), or has been approved
47 by the commissioner as qualified to insure loans of this class,
48 and which is authorized to transact business in the Common-
-49 wealth. Interest upon such loan shall be computed monthly on
50 the unpaid balance. The note or mortgage shall also require
51 payment each month of a proportionate part of the estimated
52 real estate taxes and betterment assessment of the mortgaged
53 real estate. No loan of this class shallbe made or acquired for
54 a sum in excess of seventy-five thousand dollars.
55 No loan of this class shall allow the schedule to be changed
56 more than once a year and any such change shall not occur
57 less than one year after the first regular loan payment.
58 The interest capitalization resulting from any negative
59 amortization of any such loan shall be considered to have been
60 contracted for at the time such loan was made.
61 The mortgagor shall have the right to convert, at a time
62 chosen by him, to a more conventional mortgage as may be de-
-63 fined by the commissioner, provided that he is eligible for such
64 a mortgage.
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65 Each prospective mortgagor offered a graduated payment
66 mortgage shall also be offered a more conventional mortgage
67 as may be defined by the Commissioner and shall receive ma-
-68 terials explaining in reasonably simple terms the nature and
69 conditions of the graduated payment mortgage. Such materials
70 shall include: (1) a side-by-side comparison of differing in-
-71 terest rates and other terms; (2) payment schedules for both
72 types of mortgages, to the extent they are known; (3) a de-
-73 scription of the conversion option; and (4) a statement, prom-
-74 inently displayed, that an applicant has the option to elect a
75 more conventional instrument.

1 Section 2. Section 24 of chapter 170 of the GeneralLaws is
2 hereby amended by striking out subsection 3D and inserting
3 in place thereof the following two subsections:
4 3D. A mortgage loan not exceeding ninety-five per cent of
5 the value of the real estate or in excess of ninety-five per cent
6 of the real estate, but in no event more than one hundred per
7 cent of the value of the real estate if such excess is secured by
8 a deposit account assigned or pledged to the corporation to be
9 used to supplement the monthly payments, payable not more

10 than thirty-five years from the date of the note; provided, that
11 the loan shall be secured by a mortgage on real estate improved
12 with a dwelling designed to be occupied by not more than four
13 families and occupied or to be occupied in whole or in part by
14 the mortgagor; and provided further, that the terms of the
15 note or mortgage shall require monthly principal and interest
16 payments which increase according to one of the following
17 schedules (1) 7.5 percent annually for a graduation period
18 of five or fewer years; (2) 5.0 pei’cent annually for a gradua-
-19 tion period of five or fewer years; (3) 2.5 percent annually
20 for a graduation period of five or fewer years; (4) 2 percent
21 annually for a graduation period of 10 or fewer years; (5) 3
22 percent annually for a graduation period of 10 or fewer years;
23 or (6) according to a schedule approved by the commissioner
24 provided that no such schedule shall allow a graduation period
25 of more than ten years; and subsequently in such amounts
26 that the aggregate principal reduction at any time during the
27 remaining term of the loan shall not be less than that which
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28 would be required in the case of a note of like amount and
29 interest rate providing for complete amortization by equal
30 monthly payments over a period of twenty-five years or the
31 remaining period of the loan, whichever is greater; and pro-
-32 vided, further, that construction of the dwelling on the mort-
-33 gaged property shall be completed prior to the making of any
34 disbursement on the loan in excess of eighty per cent of the
35 value of the real estate, that the mortgagor shall furnish to
36 the board of investment an affidavit that the mortgagor does
37 not require junior financing, that the board of investment shall
38 certify in writing that the dwelling has a useful life beyond
39 the term said loan has to run; and provided, further, that that
40 portion of the unpaid balance of the loan which exceeds eighty
41 per cent of the value of the acceptable collateral shall be guar-
-42 anteed or insured by the Federal Housing Administration, the
43 Veterans Administration, or a mortgage insurance company
44 which has been determined to be a “qualified private insurer”
45 by the Federal Home Loan Mortgage Corporation (Public Law
46 91-351), or has been approved by the commissioner as qual-
-47 ified to insure loans of this class, and which is authorized to
48 transact business in the Commonwealth. Interest upon such
49 loan shall be computed monthly on the unpaid balance. The
50 note or mortgage shall also require payment each month of a
51 proportionate part of the estimated real estate taxes and bet-
-52 terment assessment of the mortgaged real estate. No loan of
53 this class shall be made or acquired for a sum in excess of
54 seventy-five thousand dollars.
55 No loan of this class shall allow the schedule to be changed
56 more than once a year and any such change shall not occur
57 less than one year after the first regular loan payment.
58 The interest capitalization resulting from any negative
59 amortization of any such loan shall be considered to have been
60 contracted for at the time such loan was made.
61 The mortgagor shall have the right to convert, at a time
62 chosen by him, to a more conventional mortgage as may be de-
-63 fined by the commissioner, provided that he is eligible for such
64 a mortgage.
65 Each prospective mortgagor offered a graduated payment
66 mortgage shall also be offered a more conventional mortgage
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67 as may be defined by the Commissioner and shall receive ma-
-68 terials explaining in reasonably simple terms the nature and
69 conditions of the graduated payment mortgage. Such materials
70 shall include: (1) a side-by-side comparison of differing inter-
-71 est rates and other terms; (2) payment schedules for both
72 types of mortgages, to the extent they are known; (3) a de-
-73 scription of the conversion option; and (4) a statement, prom-
-74 inently displayed, that an applicant has the option to elect a
75 more conventional instrument.
76 3E. A note or mortgage taken under subsection 3, 3A, 38,
77 3C or 3D shall contain a provision requiring the payment each
78 month of a proportionate part of the estimated real estate
79 taxes and betterment assessments if the amount of the loan
80 exceeds seventy per cent of the value of the real state.

1 Section 3. Subsection (a) of subdivision (B) of section 24
2 of chapter 171 of the General Laws is hereby amended by in-
-3 serting after paragraph 4 the following paragraph:
4 4A. A credit union which is insured in full under federal or
5 state law and whose shares and deposits aggregate more than
6 two million dollars may make a mortgage loan not exceeding
7 ninety-five per cent of the value of the real estate or in excess
8 of ninety-five per cent of the real estate, but in no event more
9 than one hundred per cent of the value of the real estate if

10 such excess is secured by a deposit account assigned or pledged
11 to the corporation to be used to supplement the monthly pay-
-12 ments, payable not more than thirty-five years from the date
13 of the note; provided, that the loan shall be secured by a mort-
-14 gage on real estate improved with a dwelling designed to be
15 occupied by not more than four families and occupied or to be
16 occupied in whole or in part by the mortgagor; and provided,
17 further, that the term of the note or mortgage shall require
18 monthly principal and interest payments which increase ac-
-19 cording to one of the following schedules (1) 7.5 percent an-
-20 nually for a graduation period of five or fewer years; (2) 5.0
21 percent annually for a graduation period of five or fewer years;
22 (3) 2.5 percent annually for a graduation period of five or
23 fewer years; (4) 2 percent annually for a graduation period of
24 10 or fewer years; (5) 3 percent annually for a graduation
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25 period of 10 or fewer years; or (6) according to a schedule ap-
-26 proved by the commissioner provided that no such schedule
27 shall allow a graduation period of more than ten years; and
28 subsequently in such amounts that the aggregate principal re-
-29 duction at any time during the remaining term of the loan shall
30 not be less than that which would be required in the case of a
31 note of like amount and interest rate providing for complete
32 amortization by equal monthly payments over a period of
33 twenty-five years or the remaining period of the loan, which-
-34 ever is greater; and provided, further, that construction of the
35 dwelling on the mortgaged property shall be completed prior
36 to the making of any disbursement on the loan in excess of
37 eighty per cent of the value of the real estate, that the mort-
-38 gagor shall furnish to the board of investment an affidavit that
39 the mortgagor does not require junior financing, that the
40 board of investment shall certify in writing that the dwelling
41 has a useful life beyond the term said loan has to run; and
42 provided, further, that that portion of the unpaid balance of
43 the loan which exceeds eighty per cent of the value of the ac-
-44 ceptable collateral shall be guaranteed or insured by the Fed-
-45 eral Housing Administration, the Veterans Administration, or
46 a mortgage insurance company which has been determined to
47 be a “qualified private insurer” by the Federal Home Loan
48 Mortgage Corporation (Public Law 91-351), or has been ap-
-49 proved by the commissioner as qualified to insure loans of this
50 class, and which is authorized to transact business in the Com-
51 monwealth. Interest upon such loan shall be computed month-
-52 ly on the unpaid balance. The note or mortgage shall also re-
53 quire payment each month of a proportionate part of the esti-
54 mated real estate taxes and betterment assessment of the
55 mortgaged real estate. No loan of this class shall be made or
56 acquired for a sum in excess of seventy-five thousand dollars.
57 No loan of this class shall allow the schedule to be changed

more than once a year and any such change shall not occur
59 less than one year after the first regular loan payment.
60 The interest capitalization resulting from any negative
61 amortization of any such loan shall be considered to have been
62 contracted for at the time such loan was made.
63 The mortgagor shall have the right to convert, at a time
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64 chosen by him, to a more conventional mortgage as may be de-
-65 fined by the commissioner, provided that he is eligible for such
66 a mortgage.
67 Each prospective mortgagor offered a graduated payment
68 mortgage shall also be offered a more conventional mortgage
69 as may be defined by the Commissioner and shall receive ma-
-70 terials explaining in reasonably simple terms the nature and
71 conditions of the graduated payment mortgage. Such materials
72 shall include: (1) a side-by-side comparison of differing inter-
-73 est rates and other terms; (2) payment schedules for both
74 types of mortgages, to the extent they are known; (3) a de-
-75 scription of the conversion option; and (4) a statement, prom-
-76 inently displayed, that an applicant has the option to elect a
77 more conventional instrument.




