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By Mr. Murphy of Boston, petition of Paul Murphy to provide for mortgage
guaranty by the Commonwealth of industrial projects to further develop the
economic base of municipalities. Urban Affairs.

In the Year One Thousand Nine Hundred and Seventy.

An Act providing for mortgage guaranty by the common-
wealth OF MASSACHUSETTS OF INDUSTRIAL PROJECTS TO
FURTHER DEVELOP THE ECONOMIC BASE OF MUNICIPALITIES.

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

1 The General Laws are hereby amended by inserting after
2 chapter 40D the following chapter.

5

4 Mortgage Guaranty for Industrial Development of

Cities and Towns.5

6 Section 1. The following words as used in this chapter shall,
7 unless the context requires otherwise, have the following
8 meanings:—(a) Industrial development shall include indus-
-9 trial projects.

10 (b) “Authority,” an industrial development financing
11 board established by section two of chapter forty D.
12 (c) “Board,” the board of directors of an authority.
13 (d) “Construction,” means and includes both construction
14 and acquisition and the term “to construct” means and
15 includes both to construct and acquire.
16 (e) “Current Expenses,” the amount of reasonable and
17 necessary current expenses in connection with any project as
18 the same may be more fully defined on the mortgage insur-
-19 ance agreement between the authority and the Common-
-20 wealth relating to a project.
21 (/) “Industrial Project,” means any building, structure,
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22 machinery, equipment or facilities which may be deemed
23 necessary for manufacturing, processing or assembling raw
24 materials or manufactured products or research, together
25 with all lands, property rights, rights-of-way, franchises,
26 easements, and interests in lands which may be acquired by
27 the Authority for construction or operation of the industrial
28 project.
29 ( g ) “Project,” means an industrial project
30 (h ) “Cost,” is applied to revenue-producing industrial
31 facility, shall include the purchase price of any such facility,
32 the cost of construction, the cost of all labor, materials, |
33 machinery and equipment, the cost of improvements, the cost
34 of all lands, property, rights, easements and franchises ac-
-35 quired, financing charges, interest prior to and during con-
-36 struction, cost of plans and specifications, savings and esti-
-37 mates of costs and of revenue costs of engineering and legal
38 services, costs of mortgage insurance and all other expenses
39 necessary or incident to determining the feasibility or practic-
-40 ability of such construction, administration expense and such
41 other expenses as may be necessary or incident to the
42 financing herein authorized. Any obligation or expense in-
-43 curred by the state or the municipality in connection with
44 any of the foregoing items of cost may be regarded as a part
45 of such cost and reimbursed to the state or municipality out
46 of the proceeds of the financing obtained under this
47 chapter.
48 (i) “Federal Agency,” the United States of America, the
49 President of the United States, and any department or
50 corporation, agency or instrumentality heretofore or hereafter
51 created, designated or established by the United States of
52 America.
53 (;) “The Finance Board,” the state industrial finance
54 board established under section eleven of chapter twenty-
-55 three A.
56 (k) “Governing Body,” in a city having a Plan “E” or Plan
57 “D” Charter, the city manager and the city council; and in
58 any other city, the mayor and city council; and in towns, the
59 board of selectmen.
60 (I) “Occupant,” any person engaged in an industrial de-
-61 velopment project financed or to be financed under this
62 chapter and then operating an industrial enterprise.
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63 (to) “Lease,” includes installment sales; “lessee” includes
64 installment purchasers; and, “rental” includes all payments
65 by lessees on such purchases.
66 («) “Municipality,” a city or town or where the context
67 requires two or more cities or towns joining together to form
68 an authority to carry out economic development with indus-
-69 trial projects.
70 (o) “Mortgage Security Agreement,” an agreement or
71 indenture between the authority and the commonwealth.
72 (p) “Maturity Date,” shall mean the date on which the
73 mortgage indebtedness would be extinguished if paid in accor-
-74 dance with periodic payments provided for in the mortgage,
75 not to exceed twenty-five years in any event.
76 (q) “Mortgage,” shall mean a first mortgage on an indus-
-77 trial project together with the credit instruments thereby
'7B secured.
79 (r) “Mortgagee,” shall mean the original lender approved
80 by tire board under a mortgage, and its successors and assigns
81 and may include all insurance companies, trust companies,
82 banks, buildings and loan associations, credit unions, savings
83 and loan association, investment companies, savings banks,
84 individuals, executors, administrators, guardians, conser-
-85 vators, trustees and other fiduciaries, including pension, re-
-86 tirement and profit sharing funds.
87 (s) “Mortgagor,” shall mean the authority as defined
88 herein.
89 (t ) “Mortgage Payments,” shall mean periodic payments
90 by the mortgagor to the mortgagee required by the mortgage
91 and shall include interest, installments of principal, taxes and
92 assessments, land lease rentals, mortgage insurance premiums
93 and hazard insurance premiums or any of them as the board
94 may prescribe.
95 Section 3. Purpose.—lt is declared that a statewide need
96 exists for new industrial buildings, facilities, development,
97 and improvement to preserve the health and welfare of
98 the people and to further upgrade the economy of the state. It
99 is also declared that it is in the interest of our citizens to

100 promote the expansion and diversification of industrial facil-
-101 ities, to increase employment and to provide a broader tax
102 base. Therefore mortgage guaranty by the commonwealth is
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103 herein provided for in order to encourage the making of
104 mortgage loans for the purpose of furthering economic and
105 industrial expansion in the state, and, thus improve the
106 welfare of the public for the foregoing reasons and, by the
107 stimulation of a larger flow or private investment funds from
108 the banks, buildings and loan associates, credit unions,
109 savings and loan associations, insurance companies, and the
110 financial institutions including pensions, retirement and
111 profit sharing funds, to meet the needs of industrial expan-
-112 sion.
113 Section 3. The commonwealth of Massachusetts, through
114 its department of commerce and development, is authorized
115 to insure the payment of mortgage loans up to ninety per
116 cent of the project cost, such loan being secured by industrial
117 projects, and, to this end, the faith and credit of the common-
-118 wealth is pledged consistent with the terms and limitations of
119 this chapter.
120 Section 4- In addition to the powers granted to the
121 authority under chapter forty D, the authority is authorized
122 and empowered:—(a) To enter into agreement with prospec-
-123 tive mortgagees, the commonwealth of Massachusetts and
124 prospective lessees for the purpose of planning, designing,
125 constructing, acquiring, altering, and financing industrial
126 projects.
127 (b) To acquire, purchase, manage, and operate, and hold
128 and dispose of real and personal property, to make and enter
129 into all contracts, leases agreements and arrangements neces-
-130 sary or incidental to the implementation of the provisions of
131 this chapter.
132 (c) To take all necessary action in event of default by
133 lessees in order to safeguard the mortgage obligations guaran-
-134 teed by the commonwealth and with permission of the
135 finance board and subject to condition imposed by the
136 department of commerce and development may lease or rent
137 the property to a tenant for a use other than that specified in
138 this act.
139 Section 5. There is hereby created an industrial building
140 mortgage income fund, hereinafter in this chapter referred to
141 as the “fund” which shall be used by the department of
142 commerce and development as a non-lapsing revolving fund
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for carrying out the provisions of this act. To this fund shall
be charged mortgage payments required by loan defaults and
expenses, if any, of administering such defaults, and to this
fund shall be credited receipts of mortgage insurance pre-
miums and proceeds from any sale, disposal lease or rental of
real or personal property in event of any payments from the
fund caused by payments on guarantees.

143
144
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147
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149

Moneys in this fund not needed currently to meet expenses
and obligations shall be deposited with the treasurer of the
commonwealth to the credit of the fund. Original appropria-
tion to this fund shall be two hundred thousand dollars.

150
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Section 6. The commonwealth through its department of
commerce and development is authorized to insure mortgage
payments required by a first mortgage in any industrial
project upon application of an authority to the finance board
and with the advice and recommendation of said finance
board and upon such terms and conditions as the department
of commerce and development may prescribe, provided the
aggregate amount of principal obligations of all mortgages so
insured outstanding at any one time shall not exceed fifty
million dollars. To be eligible for insurance under the provi-
sions of this chapter a mortgage shall:(a) Be one which is
made and held by a mortgagee approved by the finance board
and the department of commerce and development.
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(5) Involve a principal obligation including interest, ser-
vice charges, appraisals, inspections and other fees approved
by the department and the finance board not to exceed five
million dollars for any one project and not to exceed ninety
per cent of the project cost.

167
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172 (c) Have a maturity date satisfactory to the department

and the finance board but in no case later than twenty-five
years from the date of the mortgage.

173
174

(d) Certain complete amortization provisions satisfactory
to the department and the finance board requiring periodic
payments by the mortgagor which shall include principal and
interest payments, cost of local property taxes and assess-
ments, land lease rentals if any, hazard insurance on the
property and such mortgage insurance premiums as required
under this act and as the department and the finance board
shall from time to time prescribe or approve.
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(e) Be in such form and contain such terms and provisions183
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184 with respect to property, insurance, repairs, alterations, pay-
-185 ment of taxes and assessments default reserves, delinquency
186 charges, default, remedies, anticipation of maturity, addi-
-187 tional and secondary liens and other matters as the depart-
-188 ment and the finance board may prescribe.
189 Section 7. Mortgage Insurance Premiums.—The depart-
-190 ment with advice and consent of the finance board is autho-
-191 rized to fix mortgage insurance premiums for the insurance of
192 mortgage payments under the provisions of this chapter, such
193 premiums to be computed as a percentage which shall not
194 exceed two per cent per annum of the principal obligation of
195 the mortgage in such manner in each case as the department
196 and the finance board shall determine on the basis of all
197 pertinent available data. But premiums shall be payable by
188 the mortgagors or the mortgagees in such manner as shall be
199 prescribed by the department and the finance board. The
200 amount of the premium need not be uniform among the
201 various loans insured.
202 Section 8. The department may in its discretion in admin-
-203 istering the act expend out of the fund such moneys as may
204 be necessary for any expenses of the department including
205 administrative, legal, actuarial and other sums to effectively
206 administer the provisions of the chapter.
207 Section 9. Mortgages insured by the department under this
208 chapter and participators therein are hereby made legal
209 investments for all insurance companies, trust companies,
210 banks, investment companies, savings banks, building and
211 loan associations, credit unions, saving and loan associations,
212 executors, administrators, guardians, conservators, trustees
213 and other fiduciaries, pension, profit sharing and retirement
214 funds.
215 Section 10. The department and the authority shall keep
216 proper records of accounts. Monthly statements shall be sub-
-217 mitted to the department of commerce and development by
218 the authority.
219 Section 11. The authority shall in no event apply for or
220 obtain a mortgage for more than ninety per cent of the cost
221 of the project. The lessee shall be required to advance to the
222 authority the remaining ten per cent of the project cost.
223 Section 12. Mortgage Guaranty Agreement.—Prior to the
224 issuing of any mortgage insurance, the department of com-
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merce and development shall cause to be executed a mortgage
guaranty agreement between itself and the authority. This
agreement shall be subject to approval by the finance board.
The agreement shall contain provision for the amount of
premium to be paid to the fund for mortgage insurance, the
rights of the parties in the event of default and all other
details of the arrangements between the parties to the end
that the commonwealth shall be adequately and fully pro-
tected in connection with its guaranty.

225
220
227
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233
Section 13. Authority to Provide Funds.—If from time to

time in the opinion of the finance board and the department
of commerce and development the addition of monies to the
fund is required to meet obligations, the department shall, in
writing request the governor to provide sufficient money by a
day specified for said project. The governor shall request the
general court to appropriate monies in the treasury, not

234
i 235

236
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288
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otherwise appropriated for said project. Funds shall be pro-
vided by the issuance of general obligation bonds by the
commonwealth up to fifty million dollars and shall be exempt
from taxation in this state. Said bonds shall be sold from time
to time at not less than par in such manner and at such rates
of interest as the treasurer with the advice of the governor
shall deem in the best interest of the commonwealth.

241
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Section IJf. Interest of Members of the Board and Au-
thority.—No member of the finance board or authority shall
participate in any decision or any contract of insurance in
which he has any interest, direct or indirect, in any firm,
partnership, corporation or association which would be the
mortgagee, whose loan to an authority is insured by the
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254 commonwealth or if he has any interest, direct or indirect, in
255 any firm, partnership, corporation, or association which
256 would rent, lease or otherwise occupy the premises con-
257 structed by the authority where said authority mortgage is
258 insured by the commonwealth or if he is a director or officer
259 or otherwise associated with the institution where mortgagerc

260 is insured by the commonwealth
261 Section 15. Severability of Provisions. —The provisions of
262 this chapter are severable and if any of its provisions shall be
263 held unconstitutional by any court of competent jurisdiction,
264 the decision of the court shall not affect or impair any of the
265 remaining provisions.




