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SENATE No. 186

By Mr. Sisitsky, a petition (accompanied by bill, Senate, No. 186) of
Alan D. Sisitsky, Anna P. Buckley and members of the House of Repre-
sentatives for legislation to establish a program of mortgage loan insur-
ance for industrial projects within the Commonwealth. Banks and Bank-
ing.

In the Year One Thousand Nine Hundred and Seventy-Three.

An Act establishing a program of mortgage loan insurance
FOR INDUSTRIAL PROJECTS WITHIN THE COMMONWEALTH.

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

1 Chapter 23A of the General Laws is hereby amended by
2 adding under the caption INDUSTRIAL LOAN INSURANCE
3 BOARD, the following ten sections:
4 Section 14- For the purposes of sections fourteen to twenty-
-5 three, inclusive, the following terms shall have the following
6 meanings except where a different meaning is clearly apparent
7 from the language or context or where such construction is
8 inconsistent with the manifest intention of the legislature:

9 “Board”, the industrial loan insurance board established by
10 section fifteen.
11 “Industrial project”, any facility or combination of facili-
-12 ties within the commonwealth the operation of which will, in
13 the opinion of the board, further the industrial development
14 of one or more cities or towns, or both, including any or all
15 buildings, structures, improvements, extensions, additions, re-
-16 placements, appurtenances, fifixtures, machinery, eqquipment,
17 furnishings, lands, rights and interests in lands, riparian rights,
18 water rights, landscaping, utilities, approaches, roadways,
19 franchises and other property or facilities which the board
20 regards as incidental thereto or as necessary or desirable for
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ise in connection therewith.
22 ‘Mortgagee”, the grantee of a mortgage on an industrial
23 project to secure a loan subject to an industrial loan insur-
24 ance agreement entered into pursuant to sections eighteen
25 and nineteen.
26 “Mortgagor”, the grantor of such a mortgage.
27 Section 15. There is hereby established an industrial loan
28 insurance board, consisting of the commissioner or his de-
29 signee, who shall serve as chairman, and four persons who
30 shall be appointed by the governor and shall serve at his
31 pleasure. Of the four members so appointed by the governor,
32 at least one shall have had experience in the field of real
33 estate development, and at least two shal have had experi-

ence in the field of commercial credit
35 The members of the board shall serve without compensa-
-36 tion, but each such member shall be reimbursed for all neces-
-37 sary travel expenses incurred by him in the discharge of his

official duties:
39 The commissioner shall furnish such clerical and other as-
-40 sistance as may be required by the board to carry out its
41 functions.
42 Section 16. The board, acting for and on behalf of the
43 commonwealth, is hereby authorized and empowered
44 (1) To enter into industrial loan insurance agreements for
45 the purpose of planning, designing, constructing, acquiring,
46 altering and financing industrial projects, as provided in sec-
-47 tions eighteen and nineteen;
48 (2) To fix premiums to be charged under such agree-
-49 ments, each such premium to be computed as a percen-
-50 tage, not exceeding two and one half per cent, of the prin-
-51 cipal amount of the loan insured by such agreement as of
52 each anniversary thereof, and each to be paid by the mort-
-53 gagor or mortgagee in such installments and in such man-
-54 ner as the board may prescribe; provided, that neither the
55 amount of such premium nor the percentage of outstanding
56 principal by which it is computed need be uniform among
57 the various loans made subject to such agreements;
58 (3) To order the expenditure of sums from the Industrial
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59 Loan Insurance Fund established by section seventeen, with
60 out appropriation, for ihe purposes set forth in said section;
61 and
62 (4) When in the opinion of the board it is necessary or
63 advisable, in order to further the purposes of sections four-
-64 teen to twenty-three, inclusive, or to safeguard said Fund,
65 to purchase, acquire and take assignments of notes, mortgages
66 and other evidences of indebtedness and forms of security, to
67 purchase, acquire, attach, seize, accept or take title to any in-
-68 dustrial project by conveyance or foreclosure, and to sell,
69 lease, rent or operate, or cause the sale, lease, rent or opera-
-70 tion, of an industrial project or use as such or for any other
71 use.
72 Section 17. There is hereby established a fund to be known
73 as the Industrial Loan Insurance Fund, to which shall be
74 credited all premiums received pursuant to industrial loan
75 insurance agreements entered into as provided in sections
76 eighteen and nineteen, all other sums which the board may

77 receive by reason of any such agreement or the enforcement
78 thereof, including rents and fees for the use of real or person-
-79 al property and the proceeds of any sale or other disposition
80 of such property, all federal grants received for the purposes
81 of sections fourteen to twenty-three, inclusive, and all sums
82 which may be appropriated thereto.
83 Said Fund shall be held in trust in the name of the com-
-84 monwealth by the state treasurer, who shall invest and re-
85 invest the same, and shall disburse the income or principal
86 thereof on the order of the board for the following purposes:
87 to meet debt service obligations on any loan subject to such
88 agreement, or to retire in whole or in part the principal
89 amount of any such loan, in the event of the mortgagor’s
90 default; to meet any costs incurred by reason of the enforce-
-91 ment of any such agreement, including the cost of operating
92 and maintaining any industrial project over which the board
93 assumes control pursuant to such agreement, and the cost of
94 selling or otherwise disposing of such project or of any other
95 agreement or arrangement made by the board and of the de-
-96 partment in carrying out the provisions of sections fourteen
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97 to twenty-three, inclusive, and of all industrial loan insur-
98 ance agreements entered into pursuant thereto.
99 The state treasurer shall be responsible on his bond for the

100 faithful management of said Fund.
101 Section 78. The board may enter into an industrial loan in-
102 surance agreement only upon the recommendation of the
103 commissioner and only if
104 (1) The loan subject to such agreement shall be secured 4)
105 by a first mortgage on one or more industrial projects;
106 (2) The prospective mortgagor and mortgagee shall have
107 been approved by the board;
108 (3) The principal amount of such loan shall not exceed
109 ninety per cent of the cost of the industrial project or proj-
110 ects subject to such mortgage; such cost to include all ac-
111 quisition and construction costs, the cost of all appraisals,
112 engineering and legal services, plans and specifications, sur-
113 veys, studies, cost estimates and other services necessary or
114 incidental to determining the feasibility or practicability of
115 such acquisition and construction, all charges, interest and
116 other expenses necessary or incidental to the financing of such
117 project or projects, and all other expenses necessary or in-
118 cidental to the development, construction, financing and plac-
119 ing in operation of such project or projects
120 (4) Such loan shall be for a term not exceeding twenty-five
121 years and shall be subject to amortization provisions approved
122 by the board;
123 The instruments evidencing such loan and mortgage shall
124 be in form, and shall contain such terms and conditions re-
125 lating to insurance, repairs, alterations, payment of taxes
126 and assessments, default reserves, delinquency charges, de-
127 fault remedies, anticipation of maturity, additional and sec-
-128 ondary liens and other matters, as the board may prescribe;
129 (6) For a period of two years following the effective date
130 of such agreement, the total amount of the debt service ob-
-131 ligation payable on account of such loan, together with the
132 total amount of the debt service obligation payable on ac-
-133 count of all other loans to the same mortgagor which are
134 subject to other industrial loan insurance agreements, shall
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135 not exceed twenty per cent of the amount of the Industrial
136 Loan Insurance Fund as of said effective date; and
137 (7) For a period of two years following the effective date
138 of such agreement, the total amount of the debt service ob-
-139 ligation payable on account of such loan, together with the
140 total amount of the debt service obligation payable on ac-
-141 count of all other loans to all mortgagors which are subject
142 to other industrial loan insurance agreements, shall not exceed
143 the amount of the Industrial Loan Insurance Fund as of said
144 effective date.
145 Section 19. An industrial loan insurance agreement shall be
146 executed by the commissioner, at the direction and on behalf
147 of the board, and by the mortgagor and mortgagee, and shall
148 be subject to the approval of the secretary of communities
149 and development. Such agreement shall clearly identify the
150 loan subject thereto and the mortgage securing the same, and
151 shall contain:
152 (1) A provision whereby the board agrees that if the mort-
-153 gagor fails to meet any debt service obligation on such loan
154 when the same falls due and if the mortgagee irrevocably as-
-155 signs said mortgage to the board, the board shall pay to the
156 mortgagee from the Industrial Loan Insurance Fund an
157 amount equal to such obligation and thereafter an amount
158 equal to each subsequent debt service obligation thereon not
159 met by the mortgagor as the same falls due in accordance with
160 the terms of said loan:
161 (2) A provision setting forth the percentage of outstand-
-162 ing principal of said loan by which the annual premium for
163 such agreement shall be determined and the time or times
164 and manner in which such premium shall be paid, and re-

-165 quiring the timely payment of such premium as a condition
66 precedent to the continued enforceability of the common-

-167 wealth’s obligations under such agreement;

168 (3) A provision whereby the mortgagor and mortgagee
169 agree that if said mortgage is assigned to the board in ac-
-170 cordance with clause (1), the board shall succeed to all rights
171 and powers of the mortgagee with respect to the property sub-
-172 ject to said mortgage, and shall have such further rights and
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173 powers to sell, lease, rent or operate such property, or to
174 authorize the mortgagor to sell, lease, rent or operate the
175 same, for use as an industrial project for any other use, as
176 such agreement may provide; and
177 (4) Such other provisions as the board may deem appro-
178 priate.
179 Section 20. The mortgagee may obtain payment of any ob-
180 ligation due him from the commonwealth under an industrial
181 loan insurance by submitting a demand in writing therefor
182 to the board, which shall forthwith order payment thereof
183 from the Industrial Loan Insurance Fund. If for any reason
184 such payment is not so ordered or made in the amount claimed
185 to be due within a reasonable time following such demand,
186 the mortgagee may recover the amount of such obligation
187 due him in an action of contract under chapter two hundred
188 and fifty-eight; provided, that such obligation shall be pay-
189 able solely from the Industrial Loan Insurance Fund and shall
190 not constitute a pledge of the faith and credit of the common-
191 wealth, and neither the commonwealth nor any officer or em-
192 ployee thereof shall be liable therefor in an amount exceeding
193 the unencumbered balance of said Fund at the time such ob-
194 ligation accrues.
195 Section 21. Loans subject to industrial loan insurance
196 agreements for all insurance companies, trust companies,
197 banks, banking associations, investment companies, credit
198 unions, executors, trustees and other fiduciaries, and all other
199 persons who are now or may hereafter be authorized to invest

i 0 in loans secured by mortgages or other obligations of a simi-
201 lar nature may properly and legally invest funds, including

2 capital in their control or belonging to them, and such loans
203 are hereby made obligations which may properly and legally
204 be made eligible for the investment of savings deposits anf;

the income thereof in the manner provided by paragraph 2205
206 of section fifty of chapter one hundred and sixty-eight.
207 Section 22. The board shall prepare and submit to the gov-
208 ernor and the general court an annual report describing its
209 activities and containing such further information as may be
210 required by the commissioner of administration.
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211 Section 23. If any provision of sections fourteen to twenty-
-212 two, inclusive, or the application thereof to any person or
213 circumstance is held invalid, such invalidity shall not affect
214 other provisions or applications of said sections which can be
215 given effect without such invalid provision or application,
216 and to this end the provisions thereof are declared to be
217 severable.
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