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By Mr, Bradley of Newton, petition of Malcolm E. Peabody, Jr., Joseph C.
DiCarlo and other members of the General Court that provision be made for a
Massachusetts housing finance agency. Mercantile Affairs.

In the Year One Thousand Nine Hundred and Sixty-Six

An Act providing for a Massachusetts housing finance agency.

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

1 Section 1. Definitions. — (a) “earned surplus” shall have the
2 same meaning as in generally accepted accounting standards;
3 (ft) “Federal agency” shall mean any department, division,
4 office, bureau, agency, or administration of the United States
5 of America;
6 (c) “FHA” shall mean the Federal Housing Administration,
7 created under the National Housing Act, as amended, and any
8 successors to its functions;
9 id) “Federal Housing Commissioner” shall mean the prin-

-10 cipal executive officer of the FHA;
11 (e) “low rentals” shall mean rent charges approximating
12 those charged for public housing units;
13 (/) “MHFA” shall mean the Massachusetts Housing Finance
14 Agency;
lb (g) “moderate rentals” shall mean rent charges greater than
It) public housing rents but less than those rents generally charged
17 for newly built apartments of comparable size and location ; and
18 (h ) “project shall mean a number of apartment units con-
-19 structed or rehabilitated with the assistance of a mortgage
20 loan from the MHFA.

1 Section 2. Declaration of Public Necessity. - It is hereby
2 declared that there exists in many cities and towns in the com-
-3 monwealth a serious shortage of decent, safe, and sanitary
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4 housing available at low rentals to persons of low income, and
5 that this shortage is inimical to the safety, health, morals and
6 welfare of the residents of the commonwealth and the sound
7 growth of the communities therein. The inadequate supply
8 of such housing results in the continuing existence and pro-
-9 liferation of substandard and decadent housing, with all its

10 attendant consequences of disease, crime, injuries, retarda-
-11 tion of education, and high costs of municipal services such
12 as police and tire protection. It will thus serve the public
13 welfare to stimulate an increase in the supply of decent, safe
14 and sanitary low-rent housing, not only insofar as it benefits
15 those who live in such housing but in that such housing will
16 materially assist communities in the prevention of crime, the
17 improvement of education, the reduction of hazards from fire
18 or structurally unsafe buildings, the improvement of the public
19 health, a lowering of the cost of municipal services, and a bet-
-20 ferment in the efficacy of certain welfare services. Private en-
-21 terprise, without the assistance contemplated in this act, cannot
22 achieve the construction of decent, safe and sanitary housing
23 which is available at rentals which persons of low income
24 can afford. Public housing on the necessary scale would be too
25 expensive and would tend to unduly concentrate persons of
26 low income in large public projects with the social problems
27 frequently attendant thereto and would be undesirable. It
28 is, therefore, imperative that the cost of mortgage financing,
29 which materially increases rental levels in the commonwealth,
30 be lower so as to materially reduce rental levels. A public
31 exigency exists which makes the assistance contemplated by
32 this act a public purpose, and the necessity in the public inter-
-33 est for the provisions hereinafter enacted is hereby declared as
34 a matter of legislative determination.

1 Section 3. Massachusetts Housing Finance Agency. There
2 is hereby created and placed in the department of commerce
3 and development a body politic and corporate to be known as
4 the Massachusetts Housing Finance Agency, which shall not
5 be subject to the supervision or regulation of the department
6 of commerce and development or of any department com-
-7 mission, board, bureau or agency of the commonwealth except
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8 to the extent and in the manner provided in this act. The
9 MHFA is hereby constituted a public instrumentality and the

10 exercise by the MHFA of thepowers conferred by this act shall
11 be deemed and held to be the performance of an essential gov-
-12 ernmental function.
13 The MHFA shall consist of seven members of whom one
14 shall be the commissioner of commerce and development, serv-
-15 ing ex officio , one shall be the commissioner of corporations
16 and taxation, serving ex officio, and five shall be appointed
17 by the governor. One of these five shall be a person experienced
18 in mortgage banking, another shall be trained in architecture
19 or city or regional planning, and another shall be experienced
20 in real estate transactions. The commissioner of commerce and
21 development shall be chairman of the MHFA. Each appoint-
-22 ment of the members not serving ex officio shall be for a term
23 of seven years, except that among the appointees made at the
24 outset of the Mil FA, the governor shall designate three to serve
25 initial terms of three, five and six years respectively. Any per-
-26 son appointed to fill a vacancy shall serve only for the un-
-27 expired term. Any member shall be eligible for reappointment.
28 The MHFA shall annually elect one of its members as vice-
-29 chairman and shall also elect a secretary-treasurer, who need
30 not be a member of the MHFA. The secretary-treasurer shall
31 keep a record of the proceedings of the MHFA and shall be
32 custodian of all books, documents, and papers filed with the
33 MHFA and of its minute book and seal. He shall have author-
-34 ity to cause to be made copies of all minutes and other records
35 and documents of the MHFA and to give certificates under
36 the seal of the MHFA to the effect that such copies are true
37 copies and all persons dealing with the MHFA may rely upon
38 such certificates.
39 Four members of the MHFA shall constitute a quorum and
40 the affirmative vote of four members shall be necessary for any
41 action taken by the MHFA. No vacancy in the membership
42 of the MHFA shall impair the right of a quorum to exercise
43 all the rights and perform all the duties of the MHFA.
44 The members of the MHFA shall serve without compensation,
45 but each member shall be reimbursed for all necessary and other
46 expenses incurred by him in the discharge of his official duties.
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1 Section 4. General Grant of Powers. The MHFA is here-
-2 by authorized to:
3 (a) Make first mortgage loans, including mortgages insured
4 by the Federal Housing Commissioner, to finance the building
5 or rehabilitation of housing designed and planned to be availa-
-6 ble at low and moderate rentals for low and moderate income
7 families upon such terms as are hereinafter spelled out in
8 section 5.
9 (6) Adopt by-laws for the regulation of its affairs and the

10 conduct of its business.
11 (c) Adopt an official seal
12 (d) Sue and be sued in its own name.
13 (e) Make and execute contracts and all other instruments
14 necessary or convenient for the exercise of its power and func-
-15 tions.
16 (/) Acquire, hold and dispose of personal property for its
17 corporate purposes.
18 (g) Enter into agreements or other transactions with any
19 federal or state agency.
20 (h) Acquire real property, or an interest therein, by purchase
21 or foreclosure, where such acquisition is necessary or appro-
-22 priate to protect any loan in which the agency has an interest;
23 to sell, transfer and convey any such property to a buyer and
24 in the event such sale, transfer or conveyance cannot be effected
25 with reasonable promptness or at a reasonable price, to lease
26 such property to a tenant.
27 (i) Invest any funds held in reserves or sinking funds, or
28 any funds not required for immediate disbursement, in such
29 investments as may be lawful for fiduciaries in the common-
-30 wealth.
31 (;/') Borrow money by the making of notes and the issuance
32 of bonds.
33 (fc) Employ an executive director and such other agents,
34 employees, and professional advisers as may from time to time
35 be necessary in its judgment and to fix their compensation.
36 The executive director and professional advisers (such as law-
-37 yers, accountants, architects and engineers) shall not be sub-
-38 ject to the provisions of chapter thirty-one or section nine A
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39 of chapter thirty.
40 (I) Appear in its own behalf before boards, commissions,
41 departments or other agencies of government, municipal, state,
42 or federal.
43 ( m ) Sell, at public or private sale, any mortgage or other
44 obligation securing a mortgage loan, including sales of mort-
-45 gages to the Federal National Mortgage Association.
46 ( n ) Procure insurance against any loss in connection with
47 its property in such amounts, and from such insurers, as may
48 be necessary or desirable.
49 (o) Consent (subject, always, to the provisions of any con-
-50 tract with noteholders or bondholders), whenever it deems
51 it necessary or desirable in the fulfillment of the purposes of
52 this act, to the modification, with respect to rate of interest,
53 time of payment or any installment of principal or interest,
54 or any other terms, of any mortgage, mortgage loan, mortgage
55 loan commitment, contract or agreement of any kind to which
56 the MHPA is a party.
57 ( p) Ho any and all things necessary or convenient to carry
58 out its purposes and exercise the powers expressly given and
59 granted in this act.
60 (q) Accept gifts or grants or loans of funds or property or
61 financial or other aid from any federal or state agency or pri-
-62 vate fund such as a foundation.

1 Section 5. Provisions of Mortgages. (a) Purpose. The
2 MHPA will make mortgage loans to sponsors of such multi-
-3 dwelling housing projects as in the judgment of the MHPA
4 have promise of supplying well planned, well designed apart-
-5 ment units at low and moderate rentals in locations where
6 there is a need for such housing. Such loans may include
7 construction as well as permanent loans. Such projects may
8 include commercial facilities to the extent permitted by FHA
9 regulations.

10 (1)) Eligible Mortgagor. The MHPA may make loans to
11 individuals, joint ventures, partnerships, limited partnerships,
12 trusts, corporations, cooperatives and condominiums, whether
13 non-profit or organized for profit.
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14 (c) Interest ami Charges. The MHFA shall have authority
15 to set from time to time the intei’est rates at which it shall make
16 loans. It is a principal objective of this act, however, that the
17 interest rate shall be as low as is consistent with making the
18 MHFA a self supporting agency. To that end the MHFA shall
19 not charge interest at a rate higher than one quarter of one

excess of the average market yield to maturity on
1 the obligations of the MHFA sold most recently p

particular loans made. The MHFA may charge borrower
tial financing fee not to exceed one per cent of the prin

xl sum of the mortgage loan
25 (d) Limited Profit. A mortgagor may not make distributions
26 in any one year with respect to a project financed by the MHFA
27 in excess of six per cent of the mortgagor’s equity in such proj-
-28 ect. The mortgagor’s equity in a project shall consist of the dif-
-29 ference between the mortgage and the total project cost. “Total
30 project cost” shall include construction costs (including job
31 overhead and a builder’s and sponsor’s profit and risk fee as
32 determined by FHA), architectural, engineering, legal and ac-
-33 counting costs, organizational expenses, land value, interest
34 and financing charges paid during construction, the cost of
35 landscaping and off-site improvements, whether or not such
36 costs have been paid in cash or in a form other than cash.
37 With respect to every project, the MHFA shall establish the
38 mortgagor’s equity at the time of the making of the final
39 mortgage advance and for purposes of this sub-paragraph,
40 that figure will remain constant during the life of the MHFA’s
41 mortgage on such project.
42 (e) Use of Non-distributed Profits. When a mortgagor ac-
-43 cumulates earned surplus (in addition to such reserves for
44 replacement as FHA requires) in excess of ten per cent of
45 the initial rent roll for the project, the excess surplus shall be
46 used to reduce rents in the following fiscal year. Every fen
47 years the mortgagor may seek the approval of the MHFA to
48 an increase in the earned surplus account to the extent war-
-49 ranted, in the judgment of the MHFA, by increased price lev-
-50 els or unusual maintenance and repair requirements.
51 (/) Amortization and Refinancing. The amortization period
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52 of loans made under this act shall be governed by the FHA
53 mortgage insurance committment for each project concerned,
54 but shall not exceed fifty years. Insofar as permitted by FHA,
55 a loan hereunder may be pre-paid after a period of twenty
50 years, provided, however, that non-profit sponsors may pre-
-57 pay their loans prior to maturity only with the consent of the
58 MHFA. The MHFA shall grant such consent if it finds : (i) it
59 may reasonably be expected that the prepayment of the loan
60 will not result in a material escalation of rents charged to
61 tenants in the project; (ii) the need for loav and moderate
62 rental housing in the area concerned is no longer acute.
63 (g) Refit Schedules. Subject only to the rights of FHA,
64 the rents to be charged for housing units which receive loans
65 hereunder must be approved by the MHFA.
66 (h) Tenant Selection, (i) Prior to making a loan commit-
-67 ment under this act, the MHFA shall approve a tenant selec-
-68 tion plan submitted by the applicant for such loan. The
69 MHFA shall formulate regulations from time to time setting
70 forth the criteria for such tenant selection plans. These
71 criteria shall include income limits, which may vary with
72 the size and circumstances of the family unit, of tenants.
73 Such income limits shall be sufficiently tlexible to avoid un-
-74 due economic homogeneity among the tenants of a project,
75 but a tenant’s income shall in no event exceed six times the
76 basic rent (without accounting for any adjustment) of the
77 unit occupied. The MHFA may formulate regulations from
78 time to time for the termination of occupancies of tenants who
79 exceed certain income limits, (ii) With respect to apartment
80 units designated for rent at adjusted charges pursuant to sec-
-81 tion six of this act, the housing authority of the municipality in
82 which the project is located, if any, shall have a first priority
83 right, pursuant to such regulations as the division of housing
84 of the department of commerce and development may formu-
-85 late, to designate tenants (who are otherwise eligible) for such
86 units as they are available, either in the initial renting of the
87 project or as vacancies thereafter occur.

1 Section 6. Adjusted Charges. Not less than twenty-five per
2 cent of the apartment units in each project financed under
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3 this act shall be made available at adjusted charges, by which
4 is meant rents lower than market conditions, financing require-
-5 ments, or the rents to be charged for the other units in the
6 project would indicate. The purpose of this section is to
7 make at least twenty-five per cent of the units in each project
8 available at low rents, as close to public housing rent levels
9 as the fiscal integrity of the project will permit. To achieve

10 such adjusted charges, the MHFA and a mortgagor may use
11 devices including, but not limited to: direct rental assistance
12 in the form of partial rent subsidy from a municipal, state,
13 or federal source; allocation of lower rents to less desirable
14 locations and apartments with less expensive facilities, such
15 as less expensive flooring; and the raising of rents in the
16 majority of apartments in the project in order to lower the
17 rents of those in the adjusted charge category. With respect
18 to each project, the MHFA shall, prior to initial occupancy,
19 prescribe the number of adjusted charge units and the rents
20 to be charged therefore, and such allocation shall be subject
21 to the concurrence of FHA. Said allocation may be reviewed
22 and adjusted at five year intervals. The method of achieving
23 adjusted charges shall, in each instance, be prescribed by the
24 MHFA and subject to the concurrence of FHA.

1 Section 7. FHA Requirements. The MHFA may vary the
2 provisions of sections five and six hereof to the extent from
3 time to time required by FHA.

1 Section 8. Issuance of Bonds and Notes. —- (a) (i) The
2 MHFA shall have power and is hereby authorized from time
3 to time to issue its negotiable bonds and notes in such prin-
-4 cipal amount as, in the opinion of the MHFA, shall be neces-
-5 sary to provide sufficient funds for achieving its corporate
6 purposes, including the making of mortgage loans, the pay-
7 meat of interest on bonds and notes of the agency, establish-
-8 meat of reserves to secure such bonds and notes, and all other
9 expenditures of the MHFA incident to and necessary or con-

10 venient to carry out its corporate purposes and powers.
11 (ii) The MHFA shall have power, from time to time, to
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12 issue renewal notes, to issue bonds to pay notes and when-
-13 ever it deems refunding expedient to refund any bonds by
14 the issuance of new bonds, whether the bonds to be refunded
15 have or have not matured, and to issue bonds partly to refund
16 bonds then outstanding and partly for any other purpose. The
17 refunding bonds shall be sold the proceeds applied to the
18 purchase, redemption or payment of the bonds to be refunded.
19 (b) The notes and bonds shall be authorized by resolution
20 of the members, shall bear such date or dates, and shall mature
*2l at such time or times, in the case of any such note, or any
22 renewals thereof, not exceeding live years from the date of
23 issue of such original note, and in the case of any such bond
24 not exceeding fifty years from the date of issue, as such reso-
-25 lution or resolutions may provide. The notes and bonds shall
26 bear interest at such rate or rates, be in such denominations,
27 be in such form, either coupon or registered, carry such regis-
-28 tration privileges, contain such terms and provisions relating
29 to, but not limited to, pledges of the MHFA’s assets, setting
30 aside of reserves, limitations on additional notes and bonds,
31 and such other matters as may affect the security or protection
32 of the notes and bonds, be executed in such manner, be payable
33 in such medium of payment, at such place or places and be
34 subject to such terms of redemption as such resolution or
35 resolutions may provide. The notes and bonds of the MHFA
36 may be sold at public or private sale, at such price or prices as
37 the MHFA shall determine. No notes or bonds of the MHFA
38 may be sold by the MHFA at private sale, however, unless
39 such sale and the terms thereof have been approved by the
40 treasurer and receiver-general.
41 (c) Neither the members of the MHFA nor any person
42 executing the notes or bonds shall be liable personally on the
43 notes or bonds or be subject to any personal liability or ac-
*44 countability bv reason of the issuance thereof.
45 (d) The MHFA, subject to such agreement with noteholders
46 or bondholders as may then exist, shall have power out of any
47 funds available therefor to purchase its notes or bonds, which
48 shall thereupon be cancelled, at a price not exceeding (i) if
49 the notes or bonds are then redeemable, the redemption price
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50 then applicable plus accrued interest to the next interest pay-
-51 ment date thereupon, or (ii) if the notes or bonds are not then
52 redeemable, the redemption price applicable on the first date
53 after such purchase upon which the notes or bonds become
54 subject to redemption plus accrued interest to such date.

1 Section 9. Credit of Commonwealth or any Subdivision
2 Thereof Not Pledged. Bonds and notes issued under the pro-
-3 visions of this act shall not be deemed to constitute a debt of
4 the commonwealth or of any political subdivision thereof oM\
5 a pledge of the faith and credit of the commonwealth or of any™
6 such political subdivision, but such bonds and notes shall he
7 payable solely from theproceeds of mortgage loans made under
8 this act and any mortgage insurance contracts pertaining there-
-9 to. All such bonds and notes shall contain on the face there-

in of a statement to the effect that neither the MHFA nor the
11 commonwealth nor any political subdivision thereof shall be
12 obligated to pay the same or the interest thereon except from
13 such proceeds and that neither the faith and credit nor the
14 taxing power of the commonwealth or any political subdivision
15 thereof is pledged to the payment of the principal of or the
16 interest on such bonds.
17 All expenses incurred in carrying out the provisions of this act
18 shall be payable solely from funds provided under the author-
-19 ity of this act and no liability or obligation shall be incurred
20 by the MHFA hereunder beyond the extent to which moneys
21 shall have been provided under the provisions of this act.

1 Section 10. Trust Agreement. —ln the discretion of the
2 MHFA bonds and notes issued by it shall be secured by a trust
3 agreement by and between the MHFA and a Trustee, which
4 may be any trust company or bank having the powers of a trust
5 company within the commonwealth. Either the resolution pro-
-6 viding for the issuance of bonds and notes or such trust agreeJ
7 ment may contain such provisions for protecting and enforcing'
8 the rights and remedies of the bondholders as may be reasona-
-9 ble and proper and not in violation of law, including covenants

10 setting forth the duties of the MHFA in relation to the custody,
11 safeguarding and application of all moneys.
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12 It shall be lawful for any bank or trust company incorporated
13 under the laws of the commonwealth to act as depository of
14 the proceeds of bonds and notes or of revenues and to furnish
15 such indemnifying bonds or to pledge such securities as may
16 be required by the MHFA. Such trust agreement may set forth
17 the rights and remedies of the bondholders and noteholders
18 and of the Trustee, and may restrict the individual right of
19 action by bondholders and noteholders. In addition to the
20 foregoing, such trust agreement may contain such other provi-
-21 sion as the MHFA may deem reasonable and proper for the
22 security of the bondholders and noteholders. All expenses in
23 curred in carrying out the provisions of such trust agreement
24 may be treated as a part of the cost of the operation of the
25 MHFA.

1 Section 11. Rights of Note and Bond Holders Not to he
2 Impaired: The commonwealth does hereby pledge to and
3 agree with the holders of any notes or bonds issued under this
4 act, that the commonwealth will not limit or alter the rights
5 hereby vested in the MHFA to fulfill the terms of any agree-
-6 ments made with the holders thereof, or in any way impair the
7 rights and remedies of such holders until such notes or bonds,
8 together with the interest thereon, with interest on any unpaid
9 installments of interest, and all costs and expenses in connec-

-10 tion with any action or proceeding by or on behalf of such
11 holders, are fully met and discharged. The MHFA is author-
-12 ized to include this pledge and agreement of the common-
-13 wealth in any agreement with the holders of such notes or
14 bonds.

1 Section 12, Working Capital Fund. —To provide for the
2 organizational and administrative overhead incident to the
3 inception and early operations of the MHFA, the sum of two
4 hundred thousand dollars is hereby appropriated from the
5 General Fund of the commonwealth, which funds shall be paid
6 to the MHFA and which sum the MHFA shall repay the com-
-7 monwealth in ten annual installments beginning with the com-
-8 mencement of the sixth full year after the receipt of such funds.
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1 Section 13. Advisory Committee. —To assist the MHFA
2 in the discharge of its duties, the governor shall appoint from
3 among interested citizens of the commonwealth an advisory
4 committee of fifteen persons, including persons with experience
5 or training in urban renewal, building, social work, mortgage
6 financing, the municipal bond market, architecture, the law of
7 land use planning, and municipal government. It shall be the
8 role of the advisory committee to assist the MHFA and its staff
9 in formulating policies and procedures dealing with site selec-

10 tion, tenant selection, rent levels, design objectives, and such
11 other questions relevant to the MHFA’s underlying goal of pro-
-12 viding housing for low and moderate income families and at-
-13 taining balanced, attractive communities.
14 Members of the advisory committee shall receive no corn-
-15 pensation. They shall not be subject to the provisions of chap-
-16 ter thirty-one or chapter two hundred and sixty-eight A.

1 Section 14. Bonds and Notes Tax Exempt. The creation
2 of the MHFA is in all respects for the benefit of the people of
3 the commonwealth and for the improvement of their health,
4 safety, welfare, comfort and security, and its purposes are pub-
-5 lie purposes and the MHFA will be performing an essential gov-
-6 ernmental function. The commonwealth covenants with the
7 purchasers and all subsequent holders and transferees of the
8 notes and bonds issued by the MHFA, in consideration of the
9 acceptance of any payment for the notes and bonds, that the

10 notes and bonds of the MHFA, issued pursuant to this chapter
11 and the income therefrom shall at all times be free from taxa-
-12 tion.

1 Section 15. Bonds and Notes Eligible for Investment.- —

2 Bonds and notes issued under the provisions of this act are
3 hereby made securities in w
4 bodies of the commonwealth
5 insurance companies, trust

ich all public officers and public
and i!s political subdivisions, all
companies in their commercial

6 departments and within the limits set by section forty of chap-
-7 ter one hundred and seventy-two of the General Laws, banking
8 associations, investment companies, executors, trustees and
9 other fiduciaries, and all other persons whatsoever who are

10 now or may hereafter be authorized to invest in bonds or other
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11 obligations of the commonwealth may properly and legally
12 invest funds, including capital in their control or belonging
13 to them, and such bonds and notes are hereby made obligations
14 which may properly and legally be made eligible for the invest-
-15 mentof savings deposits and the income thereof in the manner
16 provided by section fifty of chapter one hundred and sixty-eight
17 of the General Laws. Such bonds and notes are hereby made
18 securities which may properly and legally be deposited with
19 and received by any state or municipal officer or any agency
20 or political subdivision of the commonwealth for any purpose
21 for which the deposit of bonds or other obligations of the com-
-22 monwealth now or may hereafter be authorized by law.

1 Section 16. Annual Report. The MHFA shall submit
2 to the governor, the chairman of the senate ways and means
3 committee, the chairman of the house ways and means com-
-4 mittee, the commissioner of administration and finance, and
5 the comptroller within ninety days after the end of its fiscal
6 year, a complete and detailed report setting forth: (1) its
7 operations and accomplishments; (2) its receipts and expen-
-8 ditures during such fiscal year in accordance with the cate-
-9 gories and classifications established by the MHFA for its op-

-10 crating and capital outlay purposes; (3) its assets and liabili-
-11 ties at the end of its fiscal year, including a scheduleof its mort-
-12 gage loans and commitments and the status of reserve, special,
13 or other funds, and (4) a schedule of its bonds and notes out-
-14 standing at the end of its fiscal year, together with a statement
15 of the amounts redeemed and incurred during such fiscal year.

1 Section 17. Inspection of Books and Records. The books
2 and records of the MHFA shall be subject to an annual audit
3 by the auditor of the commonwealth.

1 Section 18. Liberal Construction. ■—This act, being neces-
-2 sary for the welfare of the commonwealth and its inhabitants,
3 shall be liberally construed to effect the purposes thereof.

1 Section 19. Severability. The provisions of this act are
2 severable, and if any of its provisions shall be held unconstitu-
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3 tional by any court of competent jurisdiction, the decision of

4 such court shall not affect or impair any of the remaining pro-

5 visions.






