
SENATE 1189

By Mr. Atkins, a petition (accompanied by bill, Senate, No. 1189) of
Chester G. Atkins, Allan R. McKinnon, and other members of the General
Court for legislation to enable public employee retirement systems and
banks to invest in securities backed by real estate mortgage loans in or-
der to promote construction, rehabilitation and home improvement. Urban
Affairs.
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In the Year One Thousand Nine Hundred and Seventy-Six.

An Act to enable public employee retirement systems and
BANKS TO INVEST IN SECURITIES BACKED BY REAL ESTATE MORTGAGE
LOANS IN ORDER TO PROMOTE CONSTRUCTION, REHABILITATION AND
HOME IMPROVEMENT.

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

1 Section 1. Chapter 7of the General Laws is hereby amended
2 by inserting after section 38 the following section;
3 Section 39. The commissioner may form a non-profit cor-
-4 poration pursuant to the provisions of chapter one hundred
5 and eighty, to be known as the Massachusetts Mortgage In-
-6 vestment Corporation, hereinafter referred to as MMIC, which
7 shall not be an agency or instrumentality of the common-
-8 wealth or of any political subdivision of the commonwealth.
9 The members of the corporation shall consist of the commis-

-10 sioner, the secretary of consumer affairs, and the secretary
11 of communities and development. The directors shall consist
12 of the commissioner or his designee, the secretary of con-
-13 sumer affairs or his designee, the secretary of communities
14 and development or his designee, and two persons appointed
15 by the governor who shall have substantial expertise or ex-
-16 perience in the areas of mortgage investments and finances
17 and who shall serve for a term of four years; provided, how-
-18 ever, that the initial terms of the two persons appointed by
19 the governor shall be two and three years, respectively. Each
20 appointed member shall be eligible for reappointment. No
21 person shall be compensated for his services as a member or
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22 director, but a member or director who is not an employee of
the commonwealth may be reimbursed for reasonable expenses
incurred in the performance of his duties.

23
24
25 The MMIC may purchase residential real property mortgage

loans from banks and may issue and sell securities backed by
such mortgage loans to such persons and on such terms and
conditions as it shall from time to time determine. The MMIC
shall be subject to such regulations as the commissioner of
banks shall from time to time issue, including but not limited
to regulations specifying the minimum percentages of the net
proceeds received from the sale of sale of such securities which
shall be made available to banks for residential construction,
rehabilitation and home improvement loans, and loans on ex-
isting residential dwellings, and specifying the frequency and
form of reports to be filed by said banks with respect to the
use of such proceeds.
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38 Each mortgage loan purchased by the MMIC shall be se-

cured by a mortgage granted to a bank which constitutes a
first lien upon residential real property located in the common-
wealth. Each such loan shall generally meet the standards ex-
pected of a reasonably prudent investor.
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Before the purchase by the MMIC of any mortgage loan, the
bank mortgage shall guarantee to the holder the payment of
the principal and interest on such loan and shall indemnify the
holder against any liability, loss or costs on account of any
default under any of the terms of such loan. Before such pur-
chase the bank mortgagee shall also enter into such contracts
governing the custody and servicing of such loan, the use of
the net proceeds, including the portion to be used for con-
struction, rehabilitation or home improvement, and such other
matters as the MMIC deems appropriate, which contracts may
provide for a reasonable fee to be paid for such custody and
servicing.
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54
All proceeds received by a bank from the sale of mortgage

loans to the MMIC shall be used by such bank solely for mort-
gage loans on residential real property located in the com-
monwealth, a substantial portion of which, as determined by
the MMIC, shall be for residential construction, rehabilitation,
or home improvement loans. Not more than twenty-five per-
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61 cent of any security issued by the corporation shall be backed
62 by mortgage loans guaranteed by any single bank.
63 Any interest on, gains attributable to, or other income from
64 such securities shall not be exempt from taxation under the
65 laws of the commonwealth.
66 Such securities shall not be secured by the full faith and
67 credit of the commonwealth.
68 The word “bank” as used in this section shall mean any
69 savings bank, co-operative bank, trust company or savings and
70 loan association organized under the laws of the common-
-71 wealth, or any federal savings and loan association or national
72 banking association which maintains its principal office in the
73 commonwealth.

1 Section 2. Section 49 of chapter 168 of the General Laws,
2 as most recently amended by chapter 32 of the Acts of 1974,
3 is hereby further amended by adding at the end thereof the
4 following paragraph:
5 9. Mortgage-Backed Securities. Securities issued pur-
-6 suant to the provisions of section 39 of chapter seven, section
7 660 of chapter 168, or section 278 of cvhapter 170; provided
8 that not more than twenty percent of the deposits of any such
9 corporation shall be invested in such securities.

1 Section 3. Section 51 of said chapter 168, as most recently
2 amended by chapter 52 of the Acts of 1975 is hereby further
3 amended by striking out the first sentence and inserting in
4 place thereof the following sentence: Annually, not later than
5 July first, the commissioner shall prepare a list of all stocks,
6 bonds, notes and other interest-bearing obligations which are
7 then legal investments under any provisions of sections forty-
-8 two to forty-eight, inclusive, paragraphs 3, 4, 6, and 9 of sec-
-9 tion forty-nine, and section fifty, provided that any or all

10 privately placed or held issues may in the discretion of the
11 commissioner be omitted.

1 Section 4. Paragraph (d) of subdivision (1) of Section 23
2 of Chapter 32 of the General Laws, as most recently amended
3 by Section 1 of Chapter 343 of the Acts of 1972, is hereby fur-
-4 ther amended by adding at the end thereof the following
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clause:5

6 (v) In mortgage-backed securities issued only by the Massa-
chusetts Mortgage Investment Corporation pursuant to the
provisions of section 39 of chapter seven; provided that not
more than twenty percent of the assets of any such system
shall be invested in such securities.

7
8
9

It

Section 5. Paragraph (b) of subdivision (2) of said Section
23, as most recently amended by Chapter 300 of the Acts of
1973, is hereby further amended by adding at the end thereof
the following clause:

1
2

4
(v) In mortgage-backed securities issued only by the Mas-

sachusetts Mortgage Investment Corporation pursuant to the
provisions of section 39 of chapter seven; provided that not
more than twenty percent of the assets of any such system
shall be invested in such securities.

5
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Section 6. This act shall take effect upon its passage.1


