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To the Honorable Senate and House of Representatives
A substantial portion, perhaps twenty-five percent, of our housing
stock is substandard. Approximately 5,000 housing units are
demolished each year as a result of public action programs. Increased
construction and financing costs have brought the pace of low and
moderate income housing construction to a virtual standstill. And
the escalating costs of both rental and purchase housing have created
a substantial economic hardship for low, moderate and middle
income families throughout the Commonwealth.
Operating alone, private efforts will neither alleviate these conditions nor reverse the distressing trends which appear to guarantee
further increasing costs and further diminution in the quantity and
quality of housing in the Commonwealth. Moreover, these conditions
and trends demonstrate that federal and state efforts to date have
been woefully insufficient. We cannot depend on federal assistance
since the federal government has its own priorities and since shelter is
too basic a necessity of life to permit the state to abdicate its
responsibility of insuring that its citizens are adequately housed.
We must, therefore, reshape the state’s effort for increasing and
improving the housing supply. We must recognize that the primary
responsibility is the state’s and that any federal assistance will
supplement but not replace state action. Since 1948, the state action
has produced only 26,500 housing units. That record can be
improved considerably. This message, which focuses on the Massachusetts Housing Finance Agency, and two other messages which I
will submit this session are designed to demonstrate that which we
can and should do to produce more and better housing.
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The Massachusetts Housing Finance Agency was established in
1966. Its statute was substantially amended in 1968 and, as
amended, the statute survived a court test of its constitutionality less
than a year ago. Since the court test, the Agency has been operating
within the limits of its statutory authority to improve housing
conditions in the Commonwealth. We must recognize and exploit the
full potential of the Agency to work together with the private sector
to improve housing conditions.
The high cost of financing is one of the major obstacles to the
construction of low and moderate income housing. The Massachusetts Housing Finance Agency operates as a kind of bank the
financial resources of which are devoted to low and moderate income
housing production. By virtue of the tax exempt status of its bonds
and notes, the Agency is able to borrow funds at reduced interest
rates. In turn, the Agency lends the funds so borrowed to private
developers who can, as a result of substantially reduced borrowing

charges, produce low and moderate income housing. It should be
understood that the federal tax abatement is the equivalent of a
federal subsidy which costs the Commonwealth nothing.
Massachusetts law currently prevents the Agency from borrowing
more than $50,000,000. This ceiling is artificial and totally unrealistic. A comparable agency in New York has a borrowing limit of
$2,000,000,000 and a comparable agency in New Jersey has no
borrowing limit at all. Appendix A of the accompanying legislation
would abolish the borrowing limit and thus enable the Agency to
procure greater amounts of private investment for housing production.
The following facts underlie the necessity of removing the
$50,000,000 limitation. Since the finding last Spring by the Supreme
Judicial Court that the Agency and its activities were constitutionally
permissable the Agency has committed its full borrowing capacity to
developments which will result in the construction or rehabilitation
of approximately 2,600 residential units, or, in other words, about
ten percent of the entire state effort since 1948. The Agency is
already in receipt of additional applications for financing totalling
$122,000,000 which would result in the construction of more than
7,800 units. In addition the Agency anticipates receipt of creditable
applications totalling $352,000,000 by the end of this year and an
additional $495,000,000 by the end of December, 1971. The Agency
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anticipates that at the end of ten years it could be financing a total
of $5,000,000,000 of housing construction. $352,000,000 would
produce about 20,000 units of housing and $847,000,000
($352,000,000 plus $495,000,000) can mean the construction of
44,750 housing units. $5,000,000,000 would produce, at prices
adjusted to meet likely cost increases, about 168,000 housing units.
Appendix B would draw on the financial expertise of the
Massachusetts Housing Finance Agency and endow it with a new
capacity. There is substantial interest on the part of certain groups,
such as churches and labor unions,in becoming involved in non-profit
housing construction. These groups depend on long term financing
assistance of the type provided by the Federal Housing Administration and the Massachusetts Housing Finance Agency. However, in
order to qualify for such assistance these groups must hire architects
and attorneys and incur other initial development expenditures.
These initial expenditures are eventually reimbursed under long term
financing arrangements, but many groups lack the capacity to raise
enough money to cover these initial expenditures.
Appendix B would permit the Agency to make interest-free seed
money loans to non-profit housing development sponsors to defray
these initial expenditures and qualify them for long term financing
assistance. Once in receipt of long term financing, the sponsor would
pay back the seed money loan to the Agency. The money would be
lent from a revolving fund which would be established by legislative
appropriation. A repayment of a seed money loan would revert back
to the revolving fund and the money so repaid would be available for
further loans.
One index of the potential value of this program is the New York
experience with a similar program. There, $3,500,000 has been
loaned out to provide for the eventual production of 10,000 housing
units. That represents an expenditure by the state of New York of
$350 per housing unit and even that expenditure is repayable. In fact
over halt the original $3,500,000 has already been repaid to the
state. 1 urge your approval of Appendix B which will have the effect
of enlisting private capital in the effort to increase housing
construction.
Appendix C would provide the Agency with an annual state
subsidy to lower the interest rate it charges to housing developers.
The effect of the program would be to permit the Agency, in
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selected instances, to make loans at substantially reduced interest
rates. This program, which is similar to the so-called federal “236
program”, will enable the Agency to provide housing for those low
income persons who are unable to afford even the adjusted rental
levels in Agency financed housing.
To date, the state has resorted to housing projects for the poor.
These projects have tended to encourage the social isolation of their
residents from the rest of the community. They retard economic
mobility and tend to insure the perpetuation of the attitudes and
customs which keep the poor in poverty rather than break the
poverty cycle.
As testament to the general dissatisfaction with this approach to
providing housing, no new housing projects, except elderly housing
projects, have been initiated since 1954. Housing projects are also an
expensive way of housing the poor. First, the total development cost
of a housing project represents a pledge of the Commonwealth’s
credit thereby impairing the Commonwealth’s capacity to borrow at
low rates of interest for other public purposes. Second, at today’s
interest rates a temporarily financed housing project requires an
annual subsidy of four percent of total development cost and that
four percent figure is likely to increase. Any new housing project
would require a five percent subsidy. On the other hand, low income
housing constructed under the auspices of the Agency would require
a state subsidy of only three percent of development cost.
Appendix C, which will result in the construction of truely mixed
income housing developments, will provide the state with an
innovative and effective means of responding to the housing crisis.
Appendix D would authorize a revolving fund for the already
established home ownership program and a program to convert
housing developments to condominium and cooperative forms of
ownership. The merit of resident ownership speaks for itself.
Resident ownership remains the best guarantee of the maintenance
and upkeep of housing developments. Resident ownership provides
the best assurance that new housing developments will not come to
resemble the slums they were designed to replace. This program
would require the establishment of a revolving fund plus an annual
subsidy to insure the benefits of the program would be available to a
wide range of income groups.
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The revolving fund is essential to the success of the home
ownership program because without it the Agency is incapable ot
borrowing funds necessary to finance the program since there is no
collateral to serve as security for would-be lenders. However, once a
sufficient number of mortgage loans were made by the Agency from
the revolving fund, the Agency can aggregate the mortgages as
collateral to secure loans. The proceeds from these loans would
revert to the revolving fund and become available for other home
ownership loans.
1 respectfully urge your consideration and enactment of the
accompanying legislation. It will permit the Massachusetts Housing
Finance Agency, working together with the private enterprise, to
increase our housing supply. It will directly benefit low and
moderate income families by providing them with housing. And, to
the extent that pressure on our inadequate housing supply is abated,
it will have the effect of lowering or at least stabilizing housing costs
for our middle income families.

Respectfully submitted.

FRANCIS W. SARGENT.
Acting,

Governor.

6

HOUSE

-

No. 5186.

[Mar.

APPENDIX A
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In the Year One Thousand Nine Hundred and Seventy

AN

ACT TO INCREASE THE CAPACITY OF THE MASSACHUSETTS
HOUSING FINANCE AGENCY TO PROMOTE LOW AND MODERATE
INCOME HOUSING PRODUCTION BY ELIMINATING ITS BORROWING

LIMITATION.

Be it enacted by the Senate and House of Representatives in
General Court assembled, and by the authority of the same, as
follows:
Paragraph (b) of section 8 of chapter 708 of the acts of 1966 is
1
2 hereby amended by striking out the last sentence, as added by
3 chapter 709 of the acts of 1968.
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APPENDIX B
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In the Year One Thousand Nine Hundred and Seventy
TO STIMULATE LOW AND MODERATE INCOME HOUSING
PRODUCTION BY NON-PROFIT GROUPS THROUGH THE ESTABLISHMENT OF A SEED MONEY PROGRAM TO BE ADMINISTERED BY THE
MASSACHUSETTS HOUSING FINANCE AGENCY.

AN ACT

Be it enacted by the Senate and House of Representatives in
General Court assembled, and by the authority of the same, as
follows:
Section 4 of Chapter 708 of the acts of 1966, as last amended
2 by chapter 671 of the acts of 1968, is hereby further amended by
3 inserting after clause (s) the following clause:
(u) Assist housing development by expending such monies as
4
be appropriated to the MHFA for such purposes, including
may
5
6'without limitation the provision of services and the making of
7 non-interest bearing advances to housing sponsors or developers
8 organized under the provisions of chapter one hundred and eighty
9 or chapter one hundred and twenty-one A of the general laws or
10 proposing to seek MHFA financing to enable them to construct
11 low rent housing projects as defined in chapter one hundred and
12 twenty-one of the general laws or projects as defined by
13 subsection (g) of section one provided the MHFA shall, pursuant
14 to regulations made by it, make the following findings; (1) there
15 is a reasonable anticipation that a mortgage from the MHFA, a
16 mortgage insured under the National Housing Act, as amended, or
17 other financing arrangements satisfying the requirements of
18 section seven of said chapter one hundred and twenty-one A will
19 be obtained for a low rent housing project as defined in chapter
20 one hundred and twenty-one B or for a project as defined in
21 section one; and (2) the project site is suitable, the character and
22 competence of the sponsor or developer is good, the need for
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23 housing of the type proposed in the area to be served is
24 demonstrated, the feasibility of the project exists, and the
25 likelihood that the project will provide low-income housing is
26 great. The proceeds of such advances may be used only to defray
27 the development costs of such project incurred prior to intital
28 advance of the proceeds of a federally aided mortgage or a
29 mortgage under the Act or prior to the time funds have been
30 raised in accordance with the provisions of section 7 of said
31 chapter one hundred and twenty-one A. Such costs include, but
32 are not limited to, (a) payments for options to purchase
33 properties on the proposed housing project site, deposits on
34 contracts of purchase, or with prior approval, payments for the
35 purchase of such properties; (b) legal and organizational expenses
36 including payment of attorney’s fees, project manager and clerical
37 staff salaries, office rent and other incidental studies; advances for
38 planning, engineering and architectural work; (c) expenses for
39 tenant surveys and market analyses; (d) necessary application and
40 other fees; and (e) such other expenses incurred by the sponsor as
41 the MHFA may deem appropriate to effectuate the purposes of
42 this subsection. No advances shall be made unless and until the
43 development costs of a project have been approved by the
44 MHFA. Such repayment shall be made concurrent with receipt by
45 the sponsor or its successor in interest of the proceeds of an
46 MHFA or federally insured mortgage or construction loan or at
47 the time that financing is effected in conformity with said
48 chapter one hundred and twenty-one A, unless the department
49 extends the period for the repayment of the advances. In no
50 event shall the time of repayment be extended later than the date
5 1 of final advance of funds pursuant to such mortgage financing or
52 final receipt of funds under said chapter one hundred and
53 twenty-one A. The MHFA is authorized to forgive such advances
54 in the case of sponsors or developers whose proposed projects
55 never materialized, provided it finds that such sponsor or
56 developer made a good faith effort to achieve the project. MHFA
57 shall create and establish a “Housing Development Fund” which
58 shall consist of any monies appropriated to it for the purpose of
59 implementing the provisions of this section, any monies received
60 in repayment of advances made under the provisions of this
61 section and any other monies which may be made available to
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62 MHFA for the purposes of this subsection from any other source
63 or sources. Monies expended to effectuate the provisions of this
64 subsection shall be expended from the Housing Development
65 Fund.
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In the Year One Thousand Nine Hundred and Seventy.
AN ACT TO PROVIDE HOUSING FOR LOW INCOME PERSONS THROUGH
THE ESTABLISHMENT OF AN INTEREST SUBSIDY PROGRAM.

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

follows:
Chapter 708 of the acts of 1966 is hereby amended by adding
at
2 the end of section 13 the following new section:
Section 13A. Interest Subsidy Program. In addition to its other
3
4 powers and to the extent of appropriations or grants or other
5 financial aid directed to the purpose, the MHFA may operate an
6 interest subsidy program. Such program shall, pursuant to
7 regulations adopted by the MHFA, provide, on behalf of the
8 low-income persons and families living in projects financed under
9 this act and renting units at or below the adjusted rental, with
10 an additional rental subsidy not to exceed the difference between
11 that portion of the rental of such units which is attributable to
12 the Mortgagor’s interest payments and the amount which would
13 have been attributable if the interest rate for the financing of the
14 project were one per cent per annum.
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In the Year One Thousand Nine Hundred and Seventy.
AN ACT TO PROVIDE FOR HOME OWNERSHIP AND FOR THE CONVERSION OF HOUSING DEVELOPMENTS TO COOPERATIVE AND CONDOMINIUM FORMS OF OWNERSHIP.

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. Section lof chapter 708 of the acts of 1966 is
1
2 hereby amended by striking out (g) and inserting in place thereof
3 the following new clause;
4
(g) “project” shall mean a number of dwelling units construc-5 ted, rehabilitated or converted to a cooperative or condominium

6 with the assistance of a mortgage loan from the MHFA.
1

2
3

4
5

6
7
8
9

10
-11
12
13
14
15
16

SECTION 2. Section four of the said chapter 708 is hereby
further amended by inserting after (s), as inserted by chapter 671
of the acts of 1968, the following new clause:
(t) Establish a program to finance the building or rehabilitation
of housing designed for condominium or cooperative ownership,
convert existing housing however financed to such form of
ownership, and finance the ownership of individual shares of
cooperative housing, and in connection therewith to make first
mortgage loans to finance the organization and the construction
or rehabilitation of cooperative or condominium housing projects, to assist and advise tenants and owners during a period of
conversion from ownership to cooperative or condominium
ownership, and to make first mortgage loans to finance the
ownership of cooperative shares or condominium units in existing
as well as newly built or rehabilitated buildings, for low-income
persons and families and others on the terms set forth in section
-
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17 live, except that in the case of loans to individual owner-18 occupants the loan value ratio shall not exceed ninety-eight per
19 cent of the project cost or value as determined by the MHFA and
20 findings (2), (3) and (4) of section five (g) need not be made, and
21 provided that in the case of loans with respect to occupied,
22 existing housing to be converted to cooperative or condominium
23 ownership, MHFA shall determine, prior to any loan commit-24 ment, pursuant to rules and regulations promulgated by it, that a
25 sufficient number of the persons and families who are tenants
26 before such a conversion shall have agreed to purchase units after
27 conversion to ensure the economic feasibility of the conversion
28 and to ensure that the conversion will not create undue hardship
29 through the displacement of such tenants.
SECTION 3. Said chapter 708 is hereby further amended by
2 adding after section 13 the following new section:
3
Section 138. Resident Ownership Subsidy Program. MHFA
4 shall create and establish a special fund, herein referred to as the
5 Resident Ownership Fund, and shall pay into such fund any
6 monies appropriated and made available by the commonwealth
7 and any grants or financial aids received from others for the
8 purposes of such fund. All monies held in the Resident
9 Ownership Fund shall be used solely to assist low-income families
10 or persons to own homes or cooperative housing shares or
1 1 condominium units the purchase and rehabilitation of which are
12 financed under this act by providing, as designated by appropri-13 ation, (a) a subsidy to such families or persons not to exceed the
14 difference between the amount required annually to pay interest
15 and debt service, real property taxes, and reasonable maintenance
16 costs on such a home share, or unit, and twenty-five per cent of
17 such family or person’s annual income, or (b) mortgage funds on
18 an interim basis prior to the issuance of refunding notes or bonds
19 therefor for mortgage loans made by the MHFA pursuant to the
20 authority granted it in subsection (s) of section four hereof, or (c)
21 special advice and assistance to such families and persons.
1

