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To accompany the petition of John J. Beades for legislation to establish the
mortgage facilities corporation. Mercantile Affairs.

ition 7 of chapter 3 of the General Laws, as amended by chapter 364 of the A
of 1937 and section 2A of chapter 549 of the Acts of 1943.)

To the Honorable Senate and House of Representatives,

The above named petition was transmitted to me by the Clerk
of the Senate on December 7, 1956, with the request for a memo-
randum.

The proposed petition and accompanying bill provide for the
establishment of The Mortgage Facilities Corporation. The
need for, and function of, such a corporation is set out in section
2of the bill entitled “Policy of State and Purpose of Act.” This
section states in substance that in certain crowded urban areas
the supply of mortgage money is insufficient, and that it is the
policy of the State to establish a medium, financed through
private enterprise institutions, through which the mortgage
money necessary to re-establish those neighborhoods as sound
communities can be made available on a profit-making basis.

The bill provides for the appointment by the Governor of the
Commonwealth of a board of 13 temporary directors who are
subsequently to be replaced by a permanent board of whom 10
are to be elected by banks, trust companies and insurance com-
panies, who shall become members of The Mortgage Facilities
Corporation by agreeing to lend funds to it, and 3 are to be
elected by the holders of the corporation’s stock.

Cf)t Commontocaltft of QgasoacJjusetts

MEMORANDUM FROM COMMISSIONER OF CORPO-
RATIONS AND TAXATION.
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It is respectively suggested that opinions and suggestions from
the following departments of the Commonwealth be sought with
regard to the proposed legislation.

(а) Department of Banking.
(б) Department of Insurance,
(c) Department of Commerce
(d) Department of Public Utilities (with respect to the proposed exemption

of the said corporation from the provisions of chapter 110 A of the General Laws
which relates to the issuance and sale of securities).

*

As for our department, it is respectfully suggested that

(o) A clerk should be specifically provided for, so that a record of all pro-
ceedings of the said corporation could be properly documented.

(b) The corporation should be subjected to all the liabilities placed on them
by our statutes as well as be provided with all the powers, privileges and im-
munities.

(c) References to the “Superintendents” of Insurance and Banking should
be changed to “Commissioners” of Insurance and Banking, and references to
the “state” should be changed to the “Commonwealth.”

That which is sought to be accomplished can only be effected
by special legislation. It is my opinion that the payment of a
fee is not required when it appears that a member of the General
Court is a petitioner.

Respectfully lubmitted,

JOHN DANE, Jr.,
Commissioner of Corporations and Taxation.

I
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In the Year One Thousand Nine Hundred and Fifty-Seven.

An Act establishing the mortgage facilities corporation.

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

Section 1 . Short title. This act shall be known and
may be cited and referred to as the “mortgage facilities
corporation” act.

1
9

3

Section 2. Policy of State and Purpose of Act. —lt is
recognized that there exist in the commonwealth of Massa-
chusetts certain neighborhoods, which, because of in-migra-
tions, shifts of population and other factors, have been
characterized by overcrowding of population, extensive ab-
sentee ownership, or concentrated occupancy. Because of
the special appraisal and servicing problems peculiar to
such areas, and the stringent legal restrictions imposed upon
institutional lenders with respect to mortgage financing, the
supply of available mortgage money in these areas is in-
sufficient. It is the declared policy of the state that a
medium be established, owned and financed entirely through
private enterprise institutions, through which the mortgage
money necessary to re-establish these neighborhoods as
sound communities would be made available on a sound
profit-making basis.

1
9

3
4
5
6
/

8
9
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Section 3. Definitions. —l. The term “housing ac-
commodation” as used in this act shall mean any building
or structure which is used or occupied, or is intended to be
used or occupied, wholly or partly, as the home, residence
or sleeping place of one or more human beings.

1
� 2

3
4
5
6 2. The term “improved real property” as used in this

act shall include real property upon which a housing ac-i

Cf)e Commontuealti) of
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8 commodation is to be built, in whole or in part, out of the
9 proceeds of the loan, which when completed will constitute
10 a permanent improvement.
11 3. The terms “encumbered” and “unencumbered,” as
12 used in this act, shall have the same meaning as in sub-
-13 division seven of section sixty-three of chapter one hundred
14 and seventy-live of the General Laws.

Section 4. Establishment of Corporation. There is
hereby created a corporation which shall be known as “Thef
Mortgage Facilities Corporation.” Except as otherwise
provided in this act, the corporation shall be possessed of all
the powers, privileges and immunities which now are or
hereafter may be conferred on corporations with capital
stock by the provisions of chapter one hundred and fifty-five
and sections eighteen, twenty-six, twenty-seven, thirty-one,
thirty-three and thirty-four of chapter one hundred and
fifty-six of the General Laws as presently enacted or here-
after amended; and for such purposes shall be deemed to
have been organized under the provisions of said laws.
Process in any action or proceeding against the corporation
may be served upon the secretary of state, as the agent of
the corporation for such purposes. If such corporation fails
to commence business by January second, nineteen hundred
and fifty-nine, its existence shall terminate and the pro-
visions of this article shall become null and void. For the
purposes of this section only, the corporation shall be deemed
to have commenced business when two and one half per
cent of the capital stock thereof shall have been paid into the
treasury and ten members shall have qualified as hereinafter
provided.

1
9
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Section 5. Exemption. The provisions of chapter one
hundred and ten A of the General Laws shall not appb|
to the shares of capital stock, bonds, debentures, notes,
evidences of indebtedness or any other securities of this
corporation.

1
9

3
4
5

Section 6. Purposes, Pouters and Operation. 1. The
purpose of the corporation shall be to render financial assist-

1
9
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ance in the construction, rehabilitation or purchase of3
4 housing accommodations in blighted or deteriorating urban

areas in this state by making first mortgage loans in areas
designated by the corporation, such loans to be made on a
sound economic basis by the application of sound mortgage
lending principles.

o
6
/

8
2. It is not the intention or the purpose of the power,

herein granted to take from banking or insurance organiza
9

10
tions any such loans or commitments as may be desired by
such organizations generally in the ordinary course of their
business.

11
12
13

3. In furtherance of the purpose set forth in section t14
of this act, and in addition to the powers conferred on stool15
corporations by general laws, the corporation shall, subject
to the restrictions and limitations contained in this article.

16
17

have the following power
(a) To issue and sell for

18
cash capital stock of the corpora19

20 tion.

debentures bearing such interest(b) To issue and sell it21
rates and having such maturities and other terms and pro99

visions as may be determined by the board of directors of23
the corporation24

25 (c) To invest in bonds and mortgages or notes and moi

26 gages upon improved and unencumbered real property
27 areas in this state designated by the board of directors of
28 the corporation as blighted, overcrowded or deteriorati
29 areas, subject to the following conditions:
30 (i) The board of directors shall be satisfied with respect

to each loan that it is economically sound31
No such loan shall be in an amount in excess of eight32

per cent of the corporation’s appraised value of such real33
34 property, except that such loan may exceed eighty per cer

when guaranteed or insured by the federal government or25
36 any agency thereof.
37 (hi) Any appraisal of such property shall be based

long-term economic value with due consideration be38
39 given, among other factors, to its physical maintenance and

in the case of income-producing properties, to its stabilized40
rental value after adequate vacancy allowances. Due ce41

42 sideration shall also be given to the degree of obsolesc
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43 reflected by the property, and, in the absence of an under-
taking by the mortgagor to correct such obsolescence to the44
extent deemed necessary by the corporation, the cost of so45
correcting the same shall be taken into account in appraising46
such property. No appraisal of an income-producing prop-47
erty shall be undertaken by the corporation unless it has48
first been supplied by the loan applicant with a current49
rent roll and statement of income and expense for the twelve-50

month period preceding the date of the loan application,s51
certified by such loan applicant and in form and substance52
satisfactory to the corporation.53

54 (iv) No loan shall be made on any existing housing ac-
55 commodation unless (a) such housing accommodation is in

16 physical condition satisfactory to the corporation, or (6) the
7 loan applicant is committed to restore such housing accom-
8 modation to satisfactory condition prior to the loan closing,modation to

or, at the discretion of the corporation, within a specified59
60 period after closing, out of the proceeds of the loan.
61 (v) No loan shall be made on a housing accommodation

unles;62 unless (a) such housing accommodation has a suitable heat
the corporation, or ( b ) the loan
install suitable heating facilities
loan.

ing system satisfactory to
applicant is committed to

be

64
t of the proceeds of sucl)

Any such loan shall be for one or more of the follow-66

6 / mg purposes onlj
A. To finance the improvement or rehabilitation of an

existing housing accommodation.
68
69

B. To consolidate, refinance or liquidate existing mort-70
gage indebtedness on a housing accommodation, provided
such existing indebtedness, to the extent that it is repre-
sented by liens other than a first mortgage lien, was in
existence on the effective date of this act.

71
79

Vo
74

C. To finance the bona fide purchase of a housing accom-g
odation; provided, that the purchaser of the real property

i b

9

which is to constitute the security for the proposed loan has
paid to the seller in cash an amount equal to at least twenty
per cent of the purchase price of such real property.

11

78

79
D. To finance the construction of new housing accommo-

dations.
80
81
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(vii) The board of directors of the corporation shall cause
to be included in each mortgage the following protective
provisions and restrictions (in addition to those contained
in the customary first mortgage forms acceptable to lenders
and attorneys); provided, that any and all of the said pro-
visions and restrictions may be waived by the corporation
where the corporation is purchasing or otherwise acquiring
an already existing mortgage:

82
83
84
85

86
87
88
89

A. A provision requiring the mortgagor to obtain the
prior written consent of the holder of the first mortgage to
the creation of any junior liens, charges or encumbrances

90
91
92 the creation of any junioi
93 affecting the real property.
94 B. A provision requirinB. A provision requiring the mortgagor to accumulate

and maintain with the holder of the first mortgage, so long95
the mortgage is held by it, a fund for the proper repair96

id maintenance of the mortgaged promises. The amount97
and type of such fund and conditions under which it shall
be accumulated, applied and replenished shall be specified
in the mortgage. Such fund may be applied from time to
time to the repair or maintenance of the property by the
mortgagor with the written consent of the holder of the first
mortgage. Such fund shall be applied by the mortgagor at
the direction of such holder, when such application is deemed
necessary by such holder for the reasonable protection of
the property. In its sole and absolute discretion the corpo-
ration may waive the inclusion of this provision in any
mortgage.

98

99
100
101
102
103
104
105
106
107
108

C. A provision permitting the mortgagor to repay the
principal amount of the loan or any part thereof at any
time without penalty, except that the mortgage may, in the
discretion of the board of directors, contain a provision for
a pre-payment penalty not exceeding two per cent of any
amount repaid within three years after the closing of the
loan in addition to such regular repayments without penalty
as may be provided in the mortgage.

109
no
11l
112
113
114
115
116

(viii) No loan shall be made by the corporation unless
the real property which is to secure such loan is, or upon
application of the loan proceeds will be, free of all liens, en-
cumbrances and charges of any nature whatsoever and the

117
118
119
120



SENATE—No. 524. [Mar.8

f

%

corporation shall have been furnished with satisfactory evi-
dence that such real property is in compliance with all ap-
plicable laws, ordinances and regulations of governments,
whether federal, state, county or municipal, or agencies or
instrumentalities thereof, having jurisdiction.

121
122
123
124
125

(ix) Such other and further conditions as the board of
directors in its sole and absolute discretion may deem ad-
visable in the interest conducting the affairs of the corpora-
tion inaccordance with sound economic and mortgage lending
principles.

126
127
128
129
130

(x) The mortgage shall provide that violation of any of
the foregoing conditions by the mortgagor shall constitute
an event of default, entitling the holder of the first mortgage
to accelerate maturity of the mortgage obligation.

131
132
133
134

(xi) The mortgage shall provide for maturity of the loan
and amortization thereof at such rate as shall be deemed
appropriate by the board of directors in accordance with
sound mortgage lending practice; provided, that no mort-
gage shall have a maturity in excess of twenty years from
the date of closing.

135
136
137
138
139
140

(xii) The enumeration herein, or in any lending rules or
regulations promulgated by the corporation, of conditions
or criteria relating to the granting of any mortgage loan
shall impose no obligation on the corporation to grant any
application for a loan which fulfills such conditions or cri-
teria. The authority of the corporation to decline any
loan application for any reason whatsoever shall be absolute
and unconditional.

141
142
143
144
145
146
147
148

(d) To sell without recourse bonds and mortgages or notes
and mortgages acquired pursuant to subdivision three (c)
of this section, at such prices and upon such terms and con-
ditions as the board of directors of the corporation shall
determine; to service or continue to service such bonds and
mortgages and to manage such properties for any of its
members; provided, that if the purchaser be a member,
the said bond and mortgage or note and mortgage is in all
respects eligible for investment by the particular member
purchasing the same.

149
150
151
152
153
154
155
156
157
158

(e) To acquire, subscribe for, own, hold, sell, assign,159
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168
9 169

transfer, pledge or otherwise dispose of obligations of the
United States with maturities not in excess of three years.

160
161
162 (/) For the purpose of protecting its interest, to release

any obligation to pay or guarantee the payment of principal
or interest, or otherwise to waive or modify any of the
terms and conditions of any bond and mortgage, and of any
note and mortgage, and to extend or re-extend any bond and
mortgage, and any note and mortgage, and to accept a sum
less than the principal amount thereof in the full payment
and satisfaction of the same.

163
164
165
166
167

( g) In addition to legal interest rates the corporation may
impose a service charge upon the mortgagor or owner which
shall not exceed two per cent of the total amount of the loan.

170
171
172

(h ) To apply for status as an approved mortgagee under
the national housing act and to act as a mortgagee under
said act.

173
174
175

4. To purchase, receive, hold, lease or otherwise acquire,
and to sell, convey, mortgage, lease, pledge or otherwise
dispose of, upon such terms and conditions as its board of
directors may deem advisable, real and personal property,
together with such rights and privileges as may be incidental
and appurtenant thereto and the use thereof, including, but
not restricted to, any real or personal property acquired by
such corporation, from time to time in the satisfaction of
debts or enforcement of obligations, subject to the following
conditions:

176
177
178
179
ISO
181
182
183
184
185

The corporation may purchase or acquire the following
real estate:

186
187

(i) Plots whereon there are or may be erected buildings
suitable for the convenient transaction of the business of
the corporation.

188
189
190

(ii) Such real property as shall be conveyed to it in satis-
faction of debts previously contracted in the course of its
business.

191
192

* 193
(iii) Such real estate as it shall purchase at sales under

judgments, decrees or mortgages held by it.
194
195
196 (iv) In lieu of instituting an action to foreclose a mort-

gage lien, the corporation may purchase a deed to the under-
lying real property.

197
198
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Section 7. Board of Directors. — 1. All the corporate
powers of such corporation shall be exercised by a board of
directors consisting of thirteen persons, all of whom shall
be of full age, citizens of the United States and residents of
the state.

1
9

3
4
b
6 2. At the first annual meeting of such corporation and at

each annual meeting thereafter the members shall elect ten
directors whose term of office shall be one year.

i

8
9 Each of the members entitled to vote for directors pursuant

to subdivision two of this section of this article shall be
entitled to one vote for each twenty-five thousand dollars, or
major fraction thereof, it is subject to be called upon to ad-
vance to the corporation pursuant to the provisions of sec-
tion nine of this act.

10
11
12
13
14

3. At such first and succeeding annual meetings the15
stockholders of such corporation shall elect three additional
directors for terms of one year each.

16
17

4. If any director shall lose his citizenship, or shall cease to
be a resident of the state, thereby creating a vacancy, or if
a vacancy occurs in the membership of the board of directors
through death, resignation or otherwise, the remaining direc-
tors shall elect a person to fill such vacancy for the un-

18
19
20
21
99

expired term.23
shall elect one of its members as
all adopt by-laws for such cor-
such officers and employees as

5. The board of directors
chairman of such board, si
poration, and may appoint
it deems advisable.

24
25
26

27
itters, the by-laws of such cor-6. In addition to other n28

poration may contain specific standards and criteria by
which mortgage applications will be judged and loans made
in so far as such specific standards and criteria are not in-
consistent with any of the provisions of this act.

29

30
31
32

Section 8. Temporary Board of Directors. —l. The first
annual meeting of such corporation shall be held at a time
and place to be fixed by the temporary board of directors
which shall be as soon as reasonably possible after a minimum
of two and one half per cent of the capital stock of such
corporation shall have been paid into its treasury and a

1
9

3
4
5
6
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7 minimum of ten members of such corporation shall have
8 qualified as hereinafter provided; and such meeting shall be
9 called in such manner as may be provided by tire temporary
10 board of directors.
11 2. Notwithstanding the foregoing provisions of this
12 section, until the first annual meeting of such corporation
13 and the election and qualification of a board of directors as
14 hereinabove provided, all the corporate powers of such cor-
-15 poration shall be exercised by a temporary board of directors
16 consisting of thirteen persons, all of whom shall be of full
17 age, citizens of the United States and residents of this state,
18 and who shall be designated by the governor. Such designa-
19 tion shall be in writing, signed by the officer making it, and
20 transmitted by him to the secretary of state who shall make
21 and record in his office a copy of such designation and deliver
22 the original to the designee, who, if he accepts such designa-
-23 tion, shall notify the secretary of state of such fact, in
24 writing, and thereupon his designation shall become effective
25 and the secretary of state shall record such acceptance in
26 his office. If any vacancy occurs in such temporary board of
27 directors through death, resignation or otherwise, a person
28 shall be designated to fill such vacancy bv the governor.

39 Upon the election and qualification of a board of directors
10 pursuant to section seven of this act, the temporary board
11 of directors shall be deemed dissolved.

32 3. As soon as possible after the designation of the directors
33 comprising the temporary board has become effective, the
34 temporary board of directors shall meet, elect a chairman,
35 cause stock certificates to be printed, appoint temporary
36 officers and seek to enlist the support, membership and
37 stock subscription of institutional lenders.

1 Section 9. Membership. —l. The members of such
2 corporation shall consist of such banking organizations, in-
-3 surance and surety companies, as may make application for
4 membership in such corporation, and membership shall
5 become effective upon the acceptance of such applications
6 by the temporary board of directors or the permanent board
7 of directors, as the case may be. Each member shall lend
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8
9

funds to the corporation as and when called upon by it to
do so, pursuant to subdivision two of this section nine, but
the total amount on loan by any member at any time shall
not exceed the following limits to be determined as of the
date it became a member, and such amount shall thereafter
be readjusted annually in the event of any change in the
base of the loan limit of such member; commercial banks,
industrial banks and trust companies, one per cent of capital
and surplus; private bankers, one per cent of capital;
savings banks, one per cent of surplus; stock insurance
companies, one per cent of capital and surplus; surety and
casualty companies, one per cent of capital and surplus;
mutual insurance companies, one per cent of guaranty funds
or of surplus, whichever is applicable; and comparable
limits for other banking, lending and insurance organizations,
as established by the board of directors; provided, however,
that the total amount on loan by any member at any one
time shall not exceed two hundred and fifty thousand
dollars; provided, however, that in the case of banking
organizations, the superintendent of banks, and in the
case of insurance and surety companies, the superintendent
of insurance, may authorize a member to lend to the cor-
poration an amount in excess of two hundred and fifty
thousand dollars. All loan limits shall be established at the
thousand dollar nearest to the amount computed on
an actual basis. All calls of funds which members are com-
mitted to lend to such corporation shall be prorated by such
corporation among the members in the same proportion
that the maximum loan limit of each bears to the aggregate
loan limits of all members of such corporation. Upon six
months’ prior written notice to the board of directors, a
member of such corporation may withdraw from member-
ship, effective at the end of such six-month period and, after
the effective date of such withdrawal, such member shall be
free of obligations hereunder except those accrued or com-
mitted by such corporation prior to such effective date of
withdrawal. Notwithstanding the provisions of any other
law, general or special, the notes or other interest-bearing
obligations of such corporation, issued in accordance with

10
11
12
13
14
15
16
17
18
19
20
21
99

23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
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47 and by virtue of this article and the by-laws of such cor-
-48 poration, shall be legal investments for the banking, insurance
49 and surety organizations who become members of such cor-
-50 poration, up to but in no event exceeding the loan limits
51 established herein.
52 2. The board of directors of the corporation may, on
53 thirty days’ written notice to its members, make a call of all
54 or any part of the funds which such members are committed
55 to lend pursuant to subdivision one of this section. The
56 debentures or evidences of debts of the corporation issued
57 pursuant to the provisions as the board of directors of the
58 corporation shall deem advisable, including, but not limited
59 to provisions concerning interest rates, maturities, sinking
60 funds, redemptions and refundings.

1 Section 10. Capital Stock. The capital stock of such
2 corporation shall be forty thousand shares of no par value,
3 which shall be issued for one hundred dollars per share in
4 cash. At least two and one half per cent of the capital stock
5 of such corporation shall be paid into its treasury in cash
6 before it shall be authorized to transact any business other
7 than such as relates to its organization.

1 Section 11. Obligations. - At no time shall the total ob-
-2 ligations of such corporation exceed twenty-five million
3 dollars.

1 Section 12. Restrictions. Such corporation shall not
2 deposit any of its funds in any banking organization unless
3 such banking organization has been designated as a deposi-
-4 tory by a vote of the majority of all of the directors of such
5 corporation, exclusive of any director who is an officer or
6 director of the depository so designated. Such corporation
7 shall not make any loans other than those set forth in sec-
-8 tion six hereof, and in no event shall this corporation make
9 any loans, directly or indirectly, to any of its officers or to

10 any firms in which any of its officers is an officer, director or
11 stockholder. This corporation shall not receive money on
12 deposit except that money held in escrow pursuant to the
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13 provisions of subdivision three (c) (vii) of section six hereof
14 shall not be deemed to be the receipt of money on deposit.

1 Section 13. Examination. —At least once in each cal-
-2 endar year the corporation shall be examined jointly by the
3 superintendent of banks and the superintendent of insurance
4 for the purpose of determining the corporation’s net worth
5 and the soundness of its management and operating policies.
6 The corporation shall not, however, be deemed to be a bank-
-7 ing or insurance organization. The corporation shall pay the
8 cost of each such examination. Copies of each examination
9 report, including the findings, conclusions and recommenda-

-10 tions of the examiners, shall be furnished to the corporation.
11 The corporation shall furnish copies of each report, includ-
-12 ing the findings, conclusions and recommendations of the ex-
-13 aminers, to each of the holders of its capital stock and to its
14 members. Such corporation shall make an annual report of
15 its condition to the governor, legislature and superintendent
16 of banks on or before January first of each year.

1 Section 14. Unissued Securities and Reorganization.
2 1. The holders of capital stock of this corporation shall not,
3 as such, have any pre-emptive or preferential right to pur-
-4 chase or subscribe for any part of the unissued or new issue
5 of capital stock of such corporation, whether now or here-
-6 after authorized or issued, or to purchase or subscribe for
7 any bonds or other obligations, whether or not convertible
8 into stock of such corporation, now or hereafter authorized
9 or issued.

10 2. Whenever a compromise or arrangement or any plan
11 or reorganization of such corporation is proposed between
12 such corporation and its creditors, members or stockholders,
13 the supreme court, by virtue of its general equity powers,
14 may on application of such corporation or of any creditor,
15 member or stockholder thereof, or on the application of any
16 receiver or receivers appointed for such corporation, order a
17 meeting of such creditors, members or stockholders, as the
18 case may be, as may be affected by the proposed compromise
19 or arrangement or plan of reorganization, which shall be
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20 called in such manner as the said court directs. If, at such
21 meeting, such compromise or arrangement or plan of re-
-22 organization is agreed to by or on behalf of the creditors, if
23 affected thereby, holding the majority of capital stock, and
24 by or on behalf of the members, if affected thereby, holding
25 two-thirds in amount of the outstanding notes or other
26 interest-bearing obligations of such corporation as provided
27 for in section nine of this chapter, and if such agreement shall
28 be further evidenced by the written acceptance of said
29 creditors, stockholders and members, duly filed in the said
30 court, such compromise or arrangement or plan of reorganiza-
-31 tion shall, if approved by the said courts as just and equi-
-32 table, be binding on all creditors, stockholders or members,
33 as the case may be, who are affected thereby, and also on
34 such corporation. All persons who become creditors, stock-
-35 holders or members subject in all respects to this section, and
36 the same shall be absolutely binding upon them. For the
37 purposes of this subdivision only, members shall not be
38 deemed to be creditors and shall act under this subdivision
39 as a separate class.

1 Section 15. Participation. Notwithstanding any rule
2 at common law or any provision of any general or special
3 law or any provision in their respective charters, agreements
4 of association, articles of organization or certificates of in-
-5 corporation;

6 1. All banking organizations, insurance and surety com-
-7 panics are hereby authorized to become members of the cor-
-8 poration established by this act and to make loans to such
9 corporation as provided herein.

10 2. A banking organization which does not become a mem-
-11 ber of the corporation established by this act shall not
12 acquire any shares of the capital stock of such corporation.
13 3. Each banking organization, insurance and surety com-
-14 pany which becomes a member of the corporation estab-
-15 lished by this act is hereby authorized to acquire, purchase,
16 hold, sell, assign, transfer, mortgage, pledge or otherwise
17 dispose of any bonds, securities or other evidences of in-
-18 debtedness issued by such corporation or the shares of its
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19 capital stock, and while owners of said stock, to exercise all
20 the rights, powers and privileges of ownership, including the
21 right to vote thereon, all without the approval of any regu-
-22 latory authority of this state; provided, however, that the
23 amount of the capital stock of such corporation which may
24 be acquired by any member pursuant to the authority
25 granted herein, shall not exceed ten per cent of the loan
26 limit of such member as defined by section nine of this
27 chapter. The amount of capital stock of such corporation
28 which any member is authorized to acquire pursuant to the
29 authority granted herein shall be in addition to the amount
30 of capital stock in corporations which such member may
31 otherwise be authorized to acquire.

1 Section 16. This act shall take effect immediatelv


