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By Mr. Backman of Brookline, petition of Jack H. Backman for establishing
a low-income residential rehabilitation loan guaranty program to be adminis-
tered by the Department of Commerce and Development. Mercantile Affairs.

In the Year One Thousand Nine Hundred and Sixty-Six

An Act establishing a low-incomE residential rehabilitation
LOAN GUARANTY PROGRAM TO BE ADMINISTERED BY THE DEPART-
MENT OF COMMERCE AND DEVELOPMENT.

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

1 Section 1. Declaration of Public Necessity. —lt is hereby
2 declared that there exists in many cities and towns in the
3 commonwealth blighted areas containing concentrations of
4 dwelling units which are presently substandard but many of
5 which are capable of being rehabilitated. As to those blighted
6 areas which lie within urban renewal project boundaries, fed-
-7 era! and commonwealth urban renewal processes, together
8 with Federal Housing Administration special-assistance mort-
-9 gage insurance, provide the assurance of environmental sta-

id bility, public and private investment of capital, and rising
11 property values necessary to encourage private financial in-
-12 stitutions to write mortgage loans at reasonable, yet profit-
-13 able rates of interest. But as to those blighted areas which
14 lie ouside of such project boundaries, most lending institu-
-15 lions are reluctant to provide capital because of the spiral of
16 declining values and declining quality, and the lack of public
17 programs to counteract such trends. The resultant shortage of
18 loan funds tends to perpetuate and increase the degree of blight
19 and to worsen the already existent shortage of decent, safe and
20 sanitary housing available at low rentals to persons of low
21 income. Circumstances inimical to the safety, health, morals
22 and welfare of the residents of the commonwealth and the
23 sound growth of the communities therein are created and main-
-24 tained, with their attendant consequences of disease, crime,
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25 retardation of education, and high cost of municipal services
26 such as police and lire protection. It will thus serve public
27 purposes and promote the general welfare to stimulate an in-
-28 crease in the supply of private mortgage loan funds at reason-
-29 able interest rates for the purchase and rehabilitation of
30 dwelling units in such blighted areas, because such rehabili-
-31 tation, in upgrading the blighted areas, will increase the sup-
-32 ply of decent, safe and sanitary housing, will provide a more
33 wholesome environment for the inhabitants of such areas, and
34 may obviate the need for more extensive expenditure of public
35 funds in connection with future urban renewal projects in
36 such blighted areas.

1 Section 2. Chapter 23A of the General Laws is hereby
2 amended by adding at the end thereof the following sections
3 11 through 17 inclusive:
4 Section 11. Rehabilitation Loan Guaranty Fund. (a ) There
5 is hereby created a rehabilitation loan guaranty fund (here-
-6 inafter called the “fund”) which shall be used by the com-
7 missioner as a revolving fund for carrying out the rehabilita-
-8 tion loan insurance program established under sections eleven
9 through seventeen, inclusive, of this chapter. The sum of one

10 million dollars is hereby appropriated from the General Fund
11 of the commonwealth for the establishment of the fund.
12 (h) Any moneys received under section fourteen of this
13 chapter shall be used first, to pay for or assist in payment for
14 the administration of the program, and second, any excess
15 shall be deposited in and shall become part of the fund.
16 (c) Any moneys in the fund not needed for current pay-
-17 ments of losses under section sixteen shall be invested, and
18 any interest so earned shall become a part of the fund.
19 Section 12. Guaranty of Mortgages. The commissioner
20 is authorized, upon application by a mortgagee, such as, but
21 not limited to, a savings bank, national bank, trust company,
22 federal savings and loan association, and co-operative bank,
23 to guarantee as hereinafter provided, in the name of the com-
-24 monwealth, any mortgage offered to him which is eligible for
25 such guaranty as hereinafter provided, and, upon such terms
26 as the commissioner may prescribe, to make commitments for
27 the guaranty of such mortgages prior to the date of their
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28 execution or disbursement thereon: Provided, That the aggre-
-29 gate amount of principal obligations of all mortgages guar-
-30 anteed hereunder and outstanding at any one time shall not
31 exceed ten million dollars or an amount equivalent to ten times
32 the amount of the fund, as it exists from time to time, which-
-33 ever is greater.
34 Section 13. Eligibility for Guaranty. —To be eligible for
35 a guaranty under the foregoing section twelve a mortgage
36 shall:
37 (a) Cover only real property located in an area which the
38 division of urban renewal shall have found is (1) substandard
39 or decadent, (2) not scheduled for urban renewal project
40 execution within twenty-four months, and (3) receives munic-
-41 ipal services, such as, but not limited to, police and fire protec-
-42 tion, public schools, street maintenance, street lighting, garbage
43 removal, and sewer systems, at a level not substantially lower
44 than any other part of the same city or town.
45 (b) Not cover any structures which fail to comply with the
46 building code, fire code or health code of the city or town in
47 which located at the time of the mortgagee’s final payment of
48 loan proceeds.
49 (c) Secure a loan for the purpose of financing the rehabilita-
-50 tion, or purchase and rehabilitation, of substandard property
51 used principally for dwelling purposes, as determined by the
52 commissioner, to eliminate unhealthful, unsanitary or unsafe
53 conditions, obsolete construction or code violations, or to im-
-54 prove the basic livability or utility of the property.
55 (d) Have been made by either (i) a low- or moderate-income
56 individual or family, as determined by the commissioner,
57 whether or not such individual or family holds title as a part-
-58 nership, trust, corporation, or other form of association which
59 under law can hold title to real property, and such individual
60 or family will occupy as its principal place of residence a dwell-
-61 ing unit on the secured property; (ii) a limited-dividend
62 corporation, as determined by the commissioner; or fiii) a
63 non-profit corporation, as determined by the commissioner.
64 fe) involve a principal obligation (including such initial
65 service charges, appraisal, inspection, and other fees as the
66 commissioner shall approve) in an amount not to exceed:
67 (i) ninety per cent of the value of the mortgaged property,
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68 where the mortgagor is a limited dividend corporation; (ii)
69 ninety-five per cent of the value of the mortgaged property,
TO where the mortgagor is a low-income individual or family;
71 (iii) one hundred per cent of the value of the mortgaged prop-
72 erty, where the mortgagor is a non-profit corporation; (iv)
73 one hundred thousand dollars; (v) twelve thousand five him -

74 dred dollars for a single-family house; (vi) seven thousand
75 five hundred dollars per dwelling unit, in the case of a struc-
76 ture containing two or three dwelling units; (vii) six thou-
77 sand dollars per dwelling unit, in the case of a structure
78 containing four or more dwelling units.
79 (f) Have a maturity satisfactory to the commissioner, but
80 not to exceed thirty years from the date of the guaranty of
81 the mortgage or the commissioner’s estimate of the remaining
82 economic life of the building improvements, whichever is less.
S3 { <]) Contain complete amortization provisions satisfactory
84 to the commissioner requiring periodic payments by the mort-
85 gagor not in excess of his reasonable ability to pay, as deter-
86 mined by the commissioner.
87 ( h ) Bear interest (exclusive of participation charges for
88 the guaranty, and service charges, if any) on the amount
89 of the principal obligation outstanding at any time, not to
90 exceed the rate determined by the commissioner at least an-
91 nually to be the prime rate on first mortgage, residential
92 loans in the commonwealth, plus one per cent.
93 ( i ) Provide, in a manner satisfactory to the commissioner,
94 for the application of the mortgagor’s periodic payments (ex-

15 elusive of the amount allocated to interest and to the partici-
96 pation charge which is required for mortgage insurance as
97 hereinafter provided) to amortization of the principal of the
98 mortgage.

99 (j) Contain such terms and provisions with respect to in-
-100 surance, repairs, alterations, payment of taxes, default re-
101 serves, delinquency charges, foreclosure proceedings, anticipa-
102 tion of maturity, additional and secondary liens, and other
103 matters as the commissioner may in his discretion prescribe.
104 (fc) Be an acceptable risk, as determined by the commis-
105 sioner on the basis of the mortgagor’s financial ability, the
106 physical condition of the property, the rehabilitation pro-
107 posed, the prospective market with respect to any rental units,



1966.] HOUSE—No. 2937. 5

108 and such other factors as the commissioner deems relevant.
(I) Have been made to, and be held by, a mortgagee ap109

proved by the commissioner as responsible and able to service110
the mortgage properly.111

(m) Cover property only in a city or town which is certi112
lied by the United States Housing and Home Finance Admin-113
istrator to have a workable program for community develop-114

115 ment.
Section Vf. Participation Charges. (a) A participation116

Ul7 charge for the guaranty of mortgages under this chapter, of
*lB one per cent per annum of the amount of the principal obli-

117

gallon outstanding at any time, exclusive of delinquent pay-119
meats, shall be payable by the mortgagee to the commissioner120
in cash.121

(6) In the event that the principal obligation of any mort-122
gage insured under this chapter is paid in full prior to the123

124 maturity date, the mortgagee shall not be required to pay
125 any participation charges for any period after the date of
124

126 such payment in full.
127 Section 15. Acceptance of Mortgage for Guaranty: Guar

anty Contract as Evidence of Eligibility. (a) If the commis-128
sioner finds upon the presentation of a mortgage for guaranty129
and the tender of the initial participation charge or charges130
that the mortgage complies with the provisions of sections 11131
through 17 of this chapter, such mortgage may be accepted132
for guaranty, as limited by the provisions of section sixteen133
by endorsement or otherwise as the commissioner may pre134

135 scribe.
(h) Anvcontract of guaranty executed by the commissioner136

under this chapter shall be conclusive evidence of the eligi-137
bility of the mortgage for guaranty, and the validity of any138
contract of guaranty so executed shall be incontestable in139

the hands of an approved mortgagee from the date of the140
jJ4I execution of such contract, except for fraud or misrepresenta-
*l42 tion on the part of such approved mortgagee.

Section 16. Payment of Losses ; Cost of Foreclosure. —ln143
anv case in which the mortgagee under a mortgage insured144

145 under this chapter shall have foreclosed and taken possession
of the mortgaged property in accordance with the regulations146
of and within a period to be determined by, the commissioner,147
or shall with the consent of the commissioner, have otherwise148
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149 acquired such property from the mortgagor after default,
150 and, using all reasonable efforts, shall have sold such prop-
-151 erty at the best obtainable price and within a reasonable
152 time, the commissioner shall pay to the mortgagee in cash, to
153 the extent of the balance available in the fund established by
154 section eleven, an amount equal to the value of the mortgage,
155 as hereinafter provided. For the purposes of this section, the
156 value of the mortgage shall be determined, in accordance with
157 rules and regulations prescribed by the commissioner, by add-
158 ing to the amount of the original principal obligation of tb^ N

159 mortgage which was unpaid on the date of the institution
160 of foreclosure proceedings, or on the date of the acquisition
161 of the property after default other than by foreclosure, the
162 amount of all payments which have been made by the mort-
163 gagee for taxes, ground rents, and water rates which are liens
164 prior to the mortgage, special assessments which are noted
165 on the application for insurance or which became liens after
166 the guarantee of the mortgage, insurance on the mortgaged
167 property, and any participation charges paid after either of
168 such dates, and all reasonable expenses incurred by the mort-
169 gagee in connection with the foreclosure proceedings, or the
170 acquisition of the mortgaged property otherwise, and the
171 conveyance thereof to the purchaser, and any tax imposed by
172 the United States upon any deed or other instrument by
173 which said property was acquired by the mortgagee and upon
174 any deed or other instrument by which said property was
175 transferred or conveyed by the mortgagee to the purchaser
176 and by deducting from such total amount any amount received
177 on account of the mortgage after either of such dates, and
178 any amount received as rent or other income from the prop-
-179 erty, less reasonable expenses incurred in handling the prop-
180 ertv, after either of such dates.
181 Section 17. Release of Mortgagor or Property. The coin-
182 missioner may at any time, under such terms and condition?
183 as he may prescribe, consent to the release of the mortgage*
184 from his liability under the mortgage or the credit instrument
185 secured thereby, or consent to the release of parts of the
186 mortgaged property from the lien of the mortgage.

1 Section 3. Chapter 167 of the General Laws is hereby
2 amended by adding at the end thereof the following section :
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3 Section 51D. Loans Guaranteed by Department of Com-
-4 merce and Redevelopment; Power to Make. — (a) Notwith-
5 standing any other provision of law, any trust company, sav-
-6 ings bank, co-operative bank, banking company or credit union
7 organized under the laws of the commonwealth is authorized
8 to make such loans as are guaranteed by the department of
9 commerce and development under chapter twenty-three A.

10 The aggregate balance of principal of all such loans outstand-
-11 ing at any one time shall not exceed ten per cent of the deposits
12 of such institution.

**3 (b) Two or more of such institutions may create a sub-
-11 sidiary lending agency in which such institutions shall hold
15 beneficial interest, certificates of ownership, or participating
16 shares, which subsidiary agency shall be authorized to make
17 such loans. The total share of such agency held by any institu-
-18 tion shall not exceed ten per cent of the deposits of such insti-
-19 tution.
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