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By Mr. Businger of Brookline, petition of John A. Businger for
legislation to create a neighborhood stabilization and home improvement program and to establish a Massachusetts housing rehabilitation
agency to administer said program. Urban Affairs.
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In the Year One Thousand Nine Hundred and Seventy-Four.
An Act to create a

neighborhood

stabilization and home

IMPROVEMENT PROGRAM AND TO ESTABLISH A MASSACHUSETTS
HOUSING REHABILITATION AGENCY TO ADMINISTER SAID PROGRAM.

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. Definitions.
loan” is a loan made by a borrower for the
“Acquisition
2
3 purpose of acquiring a dwelling house to be occupied in whole or
4 in part by the borrower and in which rehabilitation work is to be
1

5 done.
“Dwelling structure” is a building which, except for the street
6
is used only for residential purposes or is used only for
floor,
7
8 residential purposes on all floors.
“Insured lender” means a national bank, trust company,
9
10 savings bank, cooperative bank, credit union, savings and loan
11 association, insurance company, or pension fund which makes a
12 loan which is insured under this act.
■*l3 “MHRA” means the Massachusetts Housing Rehabilitation
14 Agency, created under section 3 of this act.
“Mortgage assistance” means mortgage insurance and technical
15
16 asssistance as provided in this act.
“Neighborhood preservation program” means a municipal
17
18 program which includes the designation of geographic areas to
19 which mortgage assistance is to be made available, the program
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20 tor building and housing code enforcement, and the program for
21 municipal capital improvements and city services more particular-22 ly described in section 5 (d) of this act.
“Qualifying Area” means an area qualified by MHRA as one in
23
24 which the MHRA will insure loans under this act.
“Preservation loan” is a loan made for the purpose of doing
25
rehabilitation
26
work as defined below.
“Refinancing loan” means a loan made by a borrower for the
27
28 purpose of re-financing an existing mortgage loan for the purpose
29 of doing rehabilitation work.
30
“Rehabilitation work” means repairs on a dwelling structure
31 primarily intended to cure any condition which violates the state
32 sanitary code and the applicable building or housing codes, but
33 shall not exclude painting or other repairs and replacements
34 connected with that primary intent.
“Technical assistance” means assistance rendered to a bor35
-36 rower including, but not limited to, analyzing the extent of
37 rehabilitation work which needs to be done, obtaining cost
38 estimates, recommending sources of labor, materials, and equip-39 ment to do the rehabilitation work and inspecting work which
40 has been done.
1
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SECTION 2. Declaration of Public Necessity. It is hereby
declared that a a result of public actions involving highways,
urban renewal programs and public facilities, and as a result of
the spread of sub-standard housing conditions and blight into
formerly sound neighborhoods, there now exist in many cities
and towns in the commonwealth fundamentally sound housing
structures which do not, however, meet minimum requirements
of the State Sanitary Code, or otherwise require essential
maintenance, and the existence of which tends to accelerate the
process of decay and blight in the neighborhoods in which such 0

11 structures are located.
It is hereby found and declared that the repair and restoration
12
13 of such structures would tend to stabilize the physical and social
14 environment of the neighborhoods in which such structures are
1 5 located, thus preserving the economic base of the communities of
16 which such neighborhoods are a part, and preventing the spread

1974]

HOUSE

-

No. 3629

3

17 of blighting conditions which would result in higher costs of
18 municipal services, such as police and fire protection, unsafe
19 conditions, hazards to health, disease, crime and retardation of
education. This public exigency emergency and distress has not
been met in any way by private agencies. Private lending sources,
without the assistance contemplated in this act, cannot supply
loan funds at rates of interest low enough and for re-payment
periods long enough to make it practical for persons owning
housing stock which requires rehabilitation, who are primarily
persons of low and moderate income, to borrow funds required
for necessary rehabilitation work. It is imperative, therefore, that
means be available to encourage the making of loans to owners
of housing requiring rehabilitation in neighborhoods where such
rehabilitation can forestall a decline into generally blighted
conditions and to provide means to furnish technical assistance
to such owners in the prudent application of loan funds secured
by them.
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Housing
Rehabilitation
3. Massachusetts
There
is
the
Agency.
hereby created and placed in
department of
community affairs a body politic and corporate to be known as
the Massachusetts Housing Rehabilitation Agency, which shall
not be subject to the supervision or control of the department of
community affairs or of any department, commission, board,
bureau or agency of the commonwealth except to the extent and
in the manner provided in this act. The MHRA is hereby
constituted a public instrumentality and the exercise by the
MHRA of the powers conferred by this act shall be deemed and held
to be the performance of an essential governmental function.
The MHRA shall consist of the commissioner of the department of banking or his/her designated representative, the
commissioner of community affairs or his/her designated representative ex officiis, and five persons to be appointed by the
governor, of wnom one shall be experienced in mortgage
banking, one shall be trained in architecture or city or regional
planning, and one shall be experienced in real estate transactions.
Each appointive member shall be appointed for a term of seven
years, except that in making his initial appointments, the
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21 governor shall appoint three members to serve for terms of three,
99
five and six years, respectively, as he may designate. Any person
23 appointed to fill a vacancy shall serve only for the unexpired
24 term. Any member shall be eligible for reappointment.
25
Tire governor shall designate one of the members of the
26 MHRA as chairman, who shall serve at the pleasure of the
27 governor, and the MHRA shall annually elect one of its members
28 as vice-chairman and shall also annually elect a secretary, a
9Q
treasurer and such other officers as it may detemine, none of
30 whom need be members of the MHRA. The secretary shall keep a r
31 record of the proceedings of the MHRA and shall be custodian of
32 all books, documents, and papers filed with the MHRA and of its
33 minute book and seal. He shall have authority to cause to be
34 made copies of all minutes and other records and documents of
35 the MHRA and to give certificates under the seal of the MHRA
36 to the effect that such copies are true copies and all persons
37 dealing with the MHRA may rely upon such certificates. The
38 treasurer shall be the chief financial and accounting officer of the
39 MHRA and shall be in charge of its funds, books of account and
40 accounting records.
41
Four members of the MHRA shall constitute a quorum and
42 the affirmative vote of four members shall be necessary for any
43 action taken by the MHRA. No vacancy in the membership of
44 the MHRA shall impair the right of a quorum to exercise all the
45 rights 1 and perform all the duties of the MHRA.
46
The members of the MHRA shall serve without compensation,
47 but each member shall be reimbursed for his necessary expenses
48 incurred in the discharge of his official duties.

SECTION 4. General Grant of Powers. The MHRA is hereby
1
2 authorized to:
(a) Insure first mortgage or preservation loans given for the
3
of rehabilitating residential property in a qualifying area
purpose
4
5 in the commonwealth upon the terms set forth in section 5, and
6 require that such loans contain such terms with respect to
7 prepayment, insurance, repairs, alterations, payment of taxes,
8 service charges, default reserves, delinquency charges, foreclosure

0
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9 proceedings, additional and secondary liens, and other matters as
10 the MHRA may in its discretion prescribe.
(b) Adopt by-laws for the regulation of its affairs and the
11
I 2 conduct of its business.
(c) Adopt an official seal.
13
(d) Sue and be sued in its own name.
14
(e) Make and execute contracts and all other instruments
l5
16 necessary or convenient for the exercise of its power and
17 functions.
18 (0 Acquire, hold and dispose of personal property for its
19 corporate purposes.
(g) Enter into agreements or other transactions with any
20
21 federal or state agency.
(h) Acquire real property, or an interest therein, by purchase
22
or
foreclosure, where such acquisition is necessary or appropriate
23
protect
any loan in which the agency has an interest; to sell,
24 to
25. transfer and convey any such property to a buyer and in the
26 event of such sale, transfer or conveyance cannot be effect with
27 reasonable promptness or at a reasonable price, to lease such
to a tenant.
Invest
(i)
any funds held in reserves or sinking funds, or any
funds not required for immediate disbursement, in such investments as may be lawful for fiduciaries in the commonwealth
0) Borrow money by the making of notes and the issuance of
bonds and secure such bonds by the pledge of revenues, mortgage
and notes of others.
(k) Employ an executive director and such other agents.
employees, professional and business advisers as may from time
to time be necessary in its judgment and to fix their compensation. The executive director, professional advisers and business
advisers shall not be subject to the provision of chapter
thirty-one or section nine A of chapter thirty.
(!) Appear in its
own behalf before boards, commissions,
departments or other agencies of government, municipal, state,
or federal
(m) Procure insurance against any loss in connection with its
property in such amounts, and from such insurers, as may be
necessary or desirable.

28 property
29
30
31
32
33
34

35
36
37
38

39

42
43

44
45
46

6

HOUSE
47

48
49
50
51
52
53
54
55
56
57
58
59
60
61
62

63
64
65

1

-

No. 3629

[January

(n) Consent, subject to the provisions of any contract with
noteholders or bondholders, whenever it deems it necessary or
desirable in the fulfillment of the purposes of this act, to the
modification, with respect to rate of interest, time of payment or
any installment of principal or interest, or any other terms, of
any mortgage, mortgage loan, mortgage loan commitment,
contract or agreement of any kind to which the MHRA is a
party.

c

(o) Make and publish rules and regulations respecting the
grant of mortgage insurance under this act, the regulation of
borrowers and the delineation of qualifying areas.
(p) To participate in, and accept subsidy funds in connection
with federal or state government assisted housing programs.
(q) Do any and all things necessary or convenient to carry out
its purposes and exercise the powers expressly given and granted
in this act.
(r) Accept gifts or grants or loans of funds or property or
financial or other aid from any federal or state agency or private
fund.

SECTION

5.

Qualifying

neighborhood

stabilization

2 areas. The agency is hereby authorized to operate a program of
3 mortgage assistance pursuant to this act in any Ciry or Town
4 which submits a satisfactory affirmative neighborhood preserva-5 tion program. In reviewing any such program proposed by a City
6
7
8
9
10
11
12
13

14
15
16
-17
18

or Town, the agency shall consider, before giving its approval,
whether the program contains among other provisions, the
following;
(a) the designation of a geographic area within the City or
Town in which the assistance shall be made available. The
following criteria, along with such other requirements or criteria
as the agency shall determine, shall be considered in determining
if the area shall be eligible for the assistance provided for herein;
(1) the degree of blight, decay or deterioration of housing
accommodations, or the imminent threat of such blight, decay or
deterioration within the area; (2) the degree to which conventional financing or refinancing of repairs, remodeling and/or
rehabilitation of such housing accommodations is available; (3)

$
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19 the proportion of residential structures within the area which are
20 owner occupied; and (4) the degree to which the project income
21 and the financial resources of owner-occupants, where relevant,
22 ot the housing accommodations within the area provide reason-23 able assurances of the economic feasibility of the financing of the
24 repairs, remodeling and/or rehabilitation to be insured hereunder.
(b) the expressed commitment of the City or Town to provide
25
26 a concentrated effort to enforce the building and housing codes
27 within such areas;
(c) the expressed commitment of the City or Town to provide
28
29 capital improvements and other city services so as to stabilize,
30 improve and restore the neighborhood.
31
The MHRA may extend mortgage assistance to property
32 owners of substandard dwelling structures in those areas where
33 the agency determines that a program of neighborhood stabiliza-34 tion is inappropriate. Said agency may further the provisions of
35 this section by promulgating rules and regulations from time to
36 time.
37
The MHRA may revoke its designation of a qualifying area if it
38 determines that the City or Town in which the qualifying area is
39 located has failed to initiate and continue tangible activity on the
40 affirmative neighborhood preservation program approved under
41 this section.

*
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SECTION 6. Mortgage Assistance
(a) Location and Purpose. The MHRA may insure a first
mortgage loan or preservation loan made by a national bank,
trust company, savings bank, cooperative bank, credit union,
savings and loan association, insurance company, or pension fund
for the purpose of rehabilitating a dwelling structure in a
qualifying area and where the rehabilitation work to be done will
have a stabilizing effect on the housing stock in the qualifying
area. Such a loan may be for the estimated cost of the
rehabilitation work to be done (subject to the limits of
sub-paragraph (c) below); for the purpose of re-financing an
existing mortgage loan for the purpose of doing the rehabilitation
work; or for the purpose of acquiring a dwelling structure to be
occupied in whole or in part by the borrower and in which
15 rehabilitation work is to be done.

8
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(b) Percentage of Insurance. The MHRA may insure (1) up to
16
100
percent of the unpaid principal amount of preservation
17
18 loans, (2) up to 30 percent of the original principal amount of
19 refinancing loans, provided that funds in excess of those required
20 to discharge existing mortgages are used for rehabilitation of all
21 dwelling units in the structure re-financed and for no other
22 purpose and (3) up to 30 percent of the original principal
23 amount of acquisition loans, provided that the insured loan
24 together with other resources of the borrower is sufficient to
25 acquire the property and to complete rehabilitation in accor26 dance with the standards of this act. When the borrower of such
27 an insured loan has re-paid to the lender 30 percent of the
28 original principal balance, the loan shall cease to be insured and
29 thereafter the borrower shall no longer be required to make
30 mortgage insurance payments to MHRA.
(c)
Processing loans for insurance. Insurance on a loan
31
qualifying
for mortgage assistance under this act shall be in effect
32
as
of the date on which the lender has made a report to the
33
34 MHRA which shall document:
(i) The estimated cost of the rehabilitation work to be done.
35
(ii) In the case of a re-flnancing loan or acquisition loan, that
36
37 such loan shall not exceed 100 percent of the fair market value
38 of the property to be re-financed or acquired, after rehabilitation
39 work has been completed.
(hi) That the estimated useful life of the housing accommoda40
41 tions, after rehabilitation, is greater than the term of the
42 insurable mortgage.
(iv) That the housing accommodations, after rehabilitation,
43
will
not contain any substantial violation of housing, building, or
44
codes.
sanitary
45
The MHRA may make or may notify any insured lender that it
46
47 will make its own prior determination of the facts listed above in
48 this subparagraph.
(d) Eligibility. A loan otherwise meeting the criteria of this
49
50 act may be insured only if made (i) with respect to a building
51 which, except for the street floor, is used for residential
52 purposes, and in which the borrower shall occupy a dwelling
53 unit, or (ii) with respect to a building located in a city or town
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54 which does not regulate rents and which, except for the street
55 floor, is used for residential purposes, as to which the borrower
56 does not propose to occupy a dwelling unit but as to which the
57 borrower is prepared to submit himself for the duration of the
58 insured loan to regulations by MHRA of the rents to be charged.
59 In setting such rents, MHRA may allow the borrower a fair
60 return, as prescribed from time to time, by regulation on the
61 borrower’s equity in the property at the time of completion or
62 rehabilitation work.
(e) Interest rates and maximum term of loan. The MHRA
63
64 may establish from time to time the maximum rate of interest
65 and the maximum term of the loan to maturity which it will
66 permit as to any loan it will insure.
(f) Loans Lawful though not first liens. A preservation loan
67
68 insured under this act shall be a lawful loan for a trust company,
69 savings bank, savings and loan institutions, cooperative bank, or
70 credit union, even though a second mortgage, anything contained
71 in G.L. c. 168, 170, 171 or 172 to the contrary notwithstanding.
(g) Insurance Premium. The MHRA may charge an annual
72
premium, not to exceed Vi percent of the original
insurance
73
74 principal amount insured, until such time as the borrower of the
75 insured loan has re-paid 30 percent of the original principal
76 balance of the loan. Premiums earned by MHRA shall be applied
77 to its operating expenses and any balance at the end of a fiscal
78 year shall be paid into the insurance fund created under section
79 7.

SECTION 7. Priority Call of loans under act on lending
institutions; Assignment of Loans.
3
The MHRA shall have the right to call upon each trust
4 company, savings bank, cooperative bank, savings and loan
5 institution, credit union chartered by the commonwealth, and
6 any other bank chartered by the commonwealth (collectively
7 referred to in this section as lending institutions) for up to two
8 tenths of one percent (.2%) of its assets for preservation loans,
9 re-financing loans or acquisition loans insured under this act.
10 Such call shall be exercised by the MHRA requiring a lending
11 institution to make such an insured loan, subject to reasonable
1

-1
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12 administrative discretion by the lending institution as to the
13 economic soundness of the proposed loan to finance rehabilita-14 tion work, re-financing or acquisition. If a lending institution has
1 5 made loans insured under this act, outstanding principal amounts
16 of which equal or exceed two tenths of one percent (.2%) of such
17 lending institution’s assets, the lending institution may assign a
loan application qualified under this act to another lending
institution which has not made loans insured under this act equal
to two tenths of one percent (.2%) of its assets and the lending^,
institution to which the assignment has been made will make the*
insured loan. In the alternative, a lending institution which has
23 exceeded its two tenths of one percent (.2%) quota may place a
24 loan application qualified under this act with MHRA which shall
25 have the authority to assign such qualified loan application to
26 any lending institution which has not exceeded its two tenths of
27 one percent (.2%) quota and such lending institution shall make
28 such loan. The lending institution to which such assignment is
29 made need not be located in the municipality in which the
30 premises mortgaged or to be mortgaged pursuant to such assigned
31 loan are located.

18
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SECTION 8. Insurance Fund. There is hereby appropriated
the sum of five hundred thousand dollars ($500,000.00) for the
purpose of establishing an insurance fund of the MHRA to be
applied to the payment of claims by lenders who have made
loans insured by the MHRA under this act and which loans are in
default. Claims shall be made against the insurance fund in
accordance with procedures published by the MHRA. The
insurance fund shall be invested and interest earned added to the

fund.
The MHRA shall have the right to call upon every trust
10
11 company, savings bank, cooperative bank, credit union, savings
12 and loan association, insurance company, and national bank
13 doing business in the commonwealth (in this section collective!
14 referred to as the “banks”) from time to time contribute to the
15 insurance fund and each of the banks thereupon shall contribute
16 amounts which, in the aggregate of contributions for each bank,
17 shall not exceed two one hundredths of one percent (.02%) of its
9

“
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18 assets. The MHRA shall call for contributions to the insurance
19 fund only as needed to meet its insurance obligations on loans
20 insured under this act which are in default and for the purpose of
21 maintaining a fund of cash in the insurance fund of $500,000.
22 Calls for contributions shall be made upon each of the banks in
23 an amount which bears, at the date of the call, the same
24 proportion to the aggregate amount of the call as such bank’s
25 assets bear to the total assets owned by the banks. The MHRA
26 may transfer all or part of the $500,000 initially appropriated to

27
28
29
30

the insurance fund under this section 8 to the technical assistance
fund and MHRA may, in such event, call upon the banks for
contribution hereunder in order to bring the insurance fund to a
level of $500.00.

1
SECTION 9. Insuring Authority. The MHRA may put in
2 force loan insurance not in excees of thirty times the amount
3 contained in the insurance fund.
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SECTION 10. Working Capital Fund, (a) MHRA shall create
and establish a general fund, herein referred to as the “Working
Capital Fund”, and shall pay into such Working Capital Fund any
monies appropriated and made available by the commonwealth
for the purposes of such W'orking Capital Fund, and any other
monies which may be available to the MHRA for its general
purposes from any source or sources.
All monies held in the Working Capital Fund, including
without limitation any income or interest earned by, or
increment to such Fund, shall be used by the MHRA for its
general purposes, and to the extent authorized by MHRA, any
such monies in excess of the amount required to make and keep
MHRA self-supporting shall be made available for the purposes of
the Insurance Fund.
(b) To provide for the organizational and administrative
overhead incident to the inception and early operations of the
MHRA, the sum of three hundred thousand dollars is hereby
appropriated from the General Fund of the commonwealth and
made available to the MHRA for the purposes of the Working
Capital Fund, which sum shall be paid to the MHRA and which

12

HOUSE

-

No. 3629

[January

21 sum the MHRA shall repay the commonwealth in ten annual
22 installments beginning with the commencement of the sixth full
23 year after the receipt of such funds.

1

SECTION 11. The MHRA is hereby authorized to reimburse
non-profit organizations incorporated under the laws of
qualifed
2
Commonwealth
or qualified public agencies for technical
3 the
4 assistance which may include the following services among

c

p-

5 others:
6 (a) consultation

7
8
9
10
11
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13
14

15
-15
17
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19
20

to a mortgage recipient as to the nature,
extent and manner of repairs, remodeling or rehabilitation
financed hereunder and consultation regarding the nature, extent
and manner of repairs required to ensure that the dwelling
structure will not contain a substantial violation of the housing
or building codes after such work is completed;
(b) consultation regarding the laws, rules, regulations and
codes regulating the nature, extent and manner of undertaking
such work;
(c) consultation as to the contractors, subcontractors, individuals, or other entities to perform such work;
(d) consultation as to the proper manner, mode and method
of financing such work;
(e) consultation regarding the manner, method or mode by
which the mortgage recipient could undertake all or any portion

21 of the work themselves;
(0 consultation regarding the progress of the work, including
22

23 technical assistance regarding the quality of such work;
(g) consultation regarding debt consolidation, debt manage-25 ment and money management to ensure the stability and
26 repayment of any mortgage insured hereinunder.
27
The MHRA shall establish rules and regulations providing a
28 schedule of the amount and/or percentage of the cost of such
29 technical assistance which shall be reimbursable hereunder;
30 provided however, that the total amount to be reimbursable shall
31 not exceed eight percent (8%) of the total amount of a loan to
32 finance repair, remodeling or rehabilitation work only or eight
33 percent (8%) of the cost of the repair, remodeling or rehabilit
24

34 tion work to be undertaken in

conjunction

with the refinancii

0
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35
36
37
38

of an existing mortgage or the financing of the acquisition of a
dwelling structure. The MHRA shall further provide by rules or
regulations that the percentage of the cost of technical assistance
reimbursed by the MHRA shall be fixed according to the ability
39 of the recipient to pay for such assistance without reimburse40 ment.
41
The MHRA, prior to reimbursing any organization or public
42 agency for technical assistance, shall require said organization or
43 agency to submit a statement signed by the recipient of such
44 assistance approving the reimbursement of the organization or
45 agency for such technical assistance. The MHRA may from time
46 to time declare any organization or public agency unqualified to
47 receive or participate in such reimbursement.
48
The sum of five hundred thousand dollars is hereby appro49 priated from the General Fund of the Commonwealth and made
50 available to the MHRA for the purpose of providing reimburse51 ment for technical assistance as provided for herein.
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SECTION 12. Advisory Committee. To assist the MHRA in
the discharge of its duties, the governor shall appoint from
among interested cititzens of the commonwealth an advisory
committee of fifteen persons, including persons with experience
or training in urban renewal, building, social work, mortgage
financing, the municipal bond market, architecture, land use
planning, and municipal government. It shall be the role of the
advisory committee to assist the MHRA and its staff in
formulating policies and procedures for the rehabilitation and
stabilization program contemplated by this act.
Members of the advisory committee shall receive no compensation. They shall not be subject to the provisions of chapter
thirty-one or chapter two hundred and sixty-eight A.
Subsidy Program.
SECTION 13. Resident
Ownership
create
a
and establish special fund, herein referred
MHRA shall
to as the Resident Ownership Fund, and shall pay into such fund
any monies appropirated and made available by the commonwealth and any grants or financial aids received from others for
the purposes of such fund. All monies held in the Resident
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7 Ownership Fund shall be used solely to assist low income families
8 or persons receiving loans to be insured hereunder by providing
9 such families or persons a subsidy not to exceed the difference
10 between the amount required annually to pay interest and debt
11 service, real property taxes, fire insurance, reasonable manage-12 ment costs and reasonable maintenance costs on such dwelling
13 structure and twenty-five percent of such family or person’s
14 annual income.
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