
HOUSE No. 74
Accompanying the fifth recommendation of the State Board of 

Housing (House, No. 69). Mercantile Affairs.

Cfte Commontoealttj of egjassac&usetts
In the Year One Thousand Nine Hundred and Forty-One.

An A ct r e l a t iv e  to  c e r t a in  l im it e d  d iv id e n d  corpo 
rations  UNDER THE CONTROL OF THE STATE BOARD OF 
HOUSING.
Be it enacted by the Senate and House of Repre

sentatives in General Court assembled, and by the 
authority of the same, as follows:

1 Chapter one hundred and twenty-one of the
2 General Laws, as appearing in the Tercentenary
3 Edition thereof, is hereby amended by striking out
4 sections twenty-six A to twenty-six H, inclusive
5 and inserting in place thereof the following new
6 sections : —
7 Section 26A. Formation of Limited Dividend Cor-
8 porations. — Three or more persons may associate
9 themselves by written agreement of association, in

10 a form furnished or approved by the commissioner
11 of corporations and taxation, with intent to form
12 a corporation for the purpose of carrying out one
13 or more projects authorized and approved, or to be
14 authorized and approved, by the housing board.
15 Such projects shall consist of the acquisition of one
16 or more areas wherein dwellings predominate which
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17 by reason of dilapidation, overcrowding, faulty ar-
18 rangement or design, lack of ventilation, light or
19 sanitation facilities, or any combination of these
20 factors; are detrimental to safety, health and morals;
21 or districts of limited extent with determinable
22 boundaries which are decadent to such an extent
23 as to have become social or economic liabilities to
24 the community, or which by reason of minute sub-
25 division, the removal of public utilities or a change
26 in business and economic practices have become
27 incapable of beneficial use or development by pri-
28 vate enterprise, the demolition or rehabilitation of
29 the buildings thereon, and the provision thereon,
30 or adjacent thereto, either by construction or re-
31 habilitation, of decent, safe and sanitary dwellings
32 within the financial reach of families of low income,
33 to be developed and administered so as to promote
34 serviceability, efficiency, economy and stability, to-
35 gether with all necessary appurtenant facilities.
36 The agreement of association shall not be presented
37 to the state secretary for filing, nor shall he file it,
38 unless it is accompanied by a certificate of the
39 housing board that it approves the project or proj-
40 ects for the carrying out of which the corporation
41 is formed and that it consents to the formation of
42 such corporation. The laws relative to business
43 corporations, so far as consistent with the provisions
44 of sections twenty-six A to twenty-six H, inclusive,
45 and rules and regulations made under authority
46 thereof, shall apply to corporations so formed;
47 provided that one director of every such corpora-
48 tion shall at all times be a person designated by the
49 housing board and need not be a stockholder in
50 such corporation; and corporations so formed are
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51 hereby declared to be instrumentalities of the
52 commonwealth.
53 Section 26B. Approval by the Housing Board. —
54 Whenever the housing board is requested by a
55 corporation formed under authority of section
56 twenty-six A to approve the carrying out of one or
57 more projects as defined in said section, the housing
58 board, if it first determines that the conditions
59 exist which warrant the carrying out of the project
60 or projects, may approve one or more areas or
61 districts for the provision thereon of such buildings,
62 structures or facilities by one or more of such cor-
63 porations as the board may consider best suited to
64 remedy such conditions. No such project shall be
65 approved unless it shall appear practicable to rent
66 the accommodations to be provided at monthly
67 rentals approved by the housing board as proper
68 for the location nor shall such a project be approved
69 which is in contravention of any zoning, housing or
70 building ordinances in effect in the area or district
71 in which the project is located, or which conflicts
72 with the plans of the local planning board, if any.
73 No building, construction or rehabilitation shall be
74 undertaken by any such corporation without the
75 written approval of the housing board, nor unless
76 approval of the area or areas, or district or districts
77 in question has previously been obtained from the
78 housing board under this section.
79 Section 26C. Raising of Capital. — No such cor-
80 poration shall acquire land or enter upon the con-
81 struction of a project until the full amount of its
82 capital, in an amount designated by the housing
83 board, has been paid into its treasury in cash or
84 property as hereinafter provided. No more than



4 HOUSE — No. 74. [Jan.
85 such proportion of such capital, not exceeding
86 eighty per cent thereof, as the housing board may
87 approve, shall be raised by borrowing the same;
88 and the remainder of such capital, unless provided
89 by grants or gifts, shall be raised by subscription
90 to or sale of its capital stock. The bonds, notes and
91 other evidences of indebtedness of such a corpora-
92 tion, and the stock thereof except so much as is
93 required by law to be subscribed prior to organi-
94 zation, shall first be offered to the owners of the
95 real estate within the area or district upon which
96 the project is to be located, and each owner may
97 subscribe to said securities in an amount not in
98 excess of the value of his real estate within the area
99 or district and may pay his subscription by a deed

100 of his said real estate, to be held in escrow by the
101 housing board until the full amount of the capital
102 has been raised. The valuation of said real estate,
103 for the purposes of this section shall be made by
104 the housing board. After a reasonable time has
105 been allowed to said owners to subscribe to said
106 securities as aforesaid, the securities shall be offered
107 to citizens of the commonwealth, and to banks and
108 other financial institutions incorporated or having
109 their principal place of business therein, and after
110 a reasonable time has been allowed for subscription
111 by such persons and corporations, so much of said
112 securities as have not been so disposed of shall be
113 offered to the general public. The securities of
114 such corporations shall, subject to the approval of
115 the commissioner of banks, be legal investments for
116 the deposits and the income derived therefrom of
117 savings banks and the savings departments of trust
118 companies, and for the trust funds of trust com-



1941.] HOUSE — No. 74. o
119 panies, and, subject to the approval of the commis-
120 sioner of insurance for the capital and other funds
121 of insurance companies, and shall also be legal in-
122 vestments for funds over which the commonwealth
123 has exclusive control.
124 Section 26D. Supervision and Control. Limitation
125 of Dividends. — Every such corporation shall be
126 deemed to have been organized to serve a public
127 purpose, and shall remain at all times subject to
128 the supervision and control of the housing board.
129 All real estate acquired by any such corporation
130 and all structures erected by it shall be deemed to
131 be acquired or erected for the purpose of promoting
132 the public health, safety and welfare and subject to
133 sections twenty-six A to twenty-six H, inclusive.
134 The stockholders of every such corporation shall
135 be deemed, when they subscribe to and receive the
136 stock thereof, to have agreed that they shall at no
137 time receive or accept from the corporation, in re-
138 payment of their investment in its stock, any sums
139 in excess of the par value of the stock, together
140 with cumulative dividends at the rate of five per
141 centum per annum, and that any surplus earnings
142 in excess of such amount, if and when said corpo-
143 rations shall be dissolved, shall revert to the corn-
144 monwealth. No stockholder in any such corpora-
145 tion shall receive any dividend in any one year in
146 excess of five per centum per annum, except that
147 when in any preceding year dividends in the amount
148 authorized to be paid by such corporation shall not
149 have been paid in full on the said stock, the stock-
150 holders shall be entitled to the payment of any de-
151 ficiency, without interest, out of any surplus earned
152 in any succeeding year.
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153 Section 26E. Rules and Regulations. — The hous-
154 ing board may make, and may from time to time
155 alter or amend, rules and regulations relative to
156 any or all of its functions, powers and duties, and
157 specifically relative to (1) the formation, manage-
158 ment, control and dissolution of corporations formed
159 under authority of section twenty-six A; (2) regu-
160 lation and control, including rental or other charges
161 thereof or in connection therewith, of all property,
162 real and personal, owned or controlled by any such
163 corporation in connection with any project carried
164 on by it under sections twenty-six A to twenty-six
165 H, inclusive; (3) reports by any such corporation;
166 (4) reorganization of any such corporation.
167 Any act done, or instrument of lease or otherwise
168 executed, by any such corporation in violation of
169 any such rule or regulation shall be null and void,
170 and the housing board, whenever it shall be of the
171 opinion that such corporation is failing or omitting,
172 or about to fail or omit, to do anything required of
173 it by law or by rule or regulation of the housing
174 board or is doing or about to do anything, or per-
175 mitting or about to permit anything to be done,
176 which is in violation of law or of any such rule or
177 regulation, or which is improvident or prejudicial
178 to the interests of the public or of the creditors or
179 stockholders of such corporation, may commence
180 and prosecute an action or proceeding in equity for
181 the purpose of stopping or preventing, or requiring,
182 as the case may be, by injunction or otherwise, any
183 such act or failure or omission to act.
184 Section 26F. Taxes and Fees. — The real estate
185 and personal property of such corporations shall be
186 exempt from taxation under chapter fifty-nine.
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187 Every such corporation shall pay annually to the
188 commonwealth with respect to its corporate exist-
189 ence at any time within the calendar year an excise
190 of an amount equal to five per cent of its gross in-
191 come in such year, from all sources, and an amount
192 equal to ten dollars per thousand upon the fair cash
193 value of the real estate and tangible personal prop-
194 erty of such corporation, as of January first in the
195 taxable year.
196 All provisions of chapter sixty-three relative to
197 the assessment, collection, payment, abatement,
198 verification and administration of taxes, including
199 penalties, applicable to domestic business corpo-
200 rations, as defined in section thirty of said chapter,
201 shall be applicable to taxes under this section. Said
202 tax shall be distributed, credited and paid to the
203 town of the commonwealth where the real estate
204 of the corporation is located, and if any such cor-
205 poration owns real estate in more than one such
206 town, the tax paid by it shall be distributed, credited
207 and paid to such towns in proportion to the value
208 of the real estate in each of them on January first.
209 The housing board may charge and collect for an
210 approved project from such a corporation reasonable
211 fees, in accordance with rates established by rules
212 and regulations of the housing board, for the ex-
213 amination of plans and specifications and the super-
214 vision of construction, in an amount not to exceed
215 one fifth of one per cent of the cost of the project,
216 nor more than five thousand dollars for any one
217 project; for the holding of a public hearing upon
218 application of such a corporation the housing board
219 shall receive therefrom an amount sufficient to meet
220 the reasonable cost of advertising the notice of such

i
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221 hearing and of the transcript of testimony taken
222 thereat ; and for any examination or investigation
223 made upon application of such a corporation, the
224 housing board shall receive therefrom an amount
225 reasonably calculated to meet the expenses of the
226 housing board incurred in connection therewith.
227 The board may authorize such a corporation to
228 include such fees as part of the cost of a project,
229 or as part of any other charges which said corpo-
230 ration may be authorized by the rules and regula-
231 tions of the housing board to make.
232 Section 26G. Powers of Limited Dividend Corpora-
233 tions. — Any such corporation may acquire land by
234 gift or purchase, or, with the approval of the housing
235 board may take land by eminent domain under
236 chapter seventy-nine for projects approved under
237 section twenty-six B; and, subject to rules and regu-
238 lations of the housing board, may hold, improve,
239 subdivide, build upon, sell, mortgage, repurchase,
240 manage and care for such land and any buildings
241 thereon.
242 Any such corporation shall have power to receive
243 loans and grants from the federal government or
244 any agency or instrumentality thereof or from any
245 other source, public or private, or to act as agent of
246 or to co-operate with the federal government or any
247 agency or instrumentality thereof on any project of
248 the kind or character authorized by section twenty-
249 six A; to borrow money and to issue bonds, notes
250 and other evidences of indebtedness and to secure
251 the same by the mortgage of its property or the
252 pledge of its revenues, and to do whatever is neces-
253 sary or convenient to carry out and effectuate the
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254 provisions of sections twenty-six A to twenty-six H,
255 inclusive.
256 Any such corporation may enter into a contract
257 with a city or town in which one of its projects has
258 been authorized, or with the appropriate board or
259 officer of such city or town, and any such city or
260 town or such board or officer may enter into a con-
261 tract with such a corporation, by which, with or
262 without consideration, such city, town, board or
263 officer obligates itself to do any or all of the follow-
264 ing things: (a) Lay out and construct, alter, relo-
265 cate, change the grade of, make specific repairs upon
266 or discontinue, public ways and construct sidewalks,
267 adjacent to or through a project; (b) Cause parks,
268 playgrounds or schools, or water, sewer or drainage
269 facilities, or any other public improvements which
270 it is otherwise authorized to undertake, to be laid
271 out, constructed or furnished adjacent to or in con-
272 nection with a project; (c) Adopt ordinances or by-
273 laws under sections twenty-five to thirty A inclusive
274 of chapter forty or repeal or modify such ordinances
275 or by-laws; establish exceptions to existing ordi-
276 nances and by-laws regulating the design, construc-
277 tion and use of buildings; annul or modify any
278 action taken or map adopted under sections eighty-
279 one A to eighty-one J, inclusive, of chapter forty-
280 one; and (d) Cause private ways, sidewalks, foot-
281 paths, ways for vehicular travel, playgrounds, or
282 water, sewer or drainage facilities and similar im-
283 provements, to be constructed or furnished within
284 the site of a project for the particular use of a project
285 or of those dwelling therein. A contract under this
286 section between a city or town and a limited divi-
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287 dend corporation shall not be subject to any provi-
288 sion of law relating to publication or to advertising
289 for bids.
290 Section 26H. Application of Gross Receipts in
291 Excess of Certain Expenditures. — Should the gross
292 receipts of any such corporation from the operation
293 of any project undertaken by it to provide housing
294 for families of low income, under authority of sec-
295 tions twenty-six A to twenty-six H inclusive, exceed
296 (a) operating and management expenses, (b) taxes
297 and fees, (c) interest on mortgages and other in-
298 debtedness, (d) dividends, (e) authorized transfer to
299 surplus, and (/) amortization; the balance may, in
300 the discretion of the housing board, be applied in
301 whole or in part to renovating or to improving the
302 property, as by installing additional facilities for the
303 use of tenants, to the acquisition and development
304 of additional property which shall be subject to the
305 same control and regulation as the original project,
306 or as a rebate on rentals due during the fiscal year of
307 such corporation in which the balance was earned;
308 provided that the amount available for such rebate
309 shall be entirely so applied within one year after it
310 becomes available.
311 The charges for operation and maintenance may
312 include insurance and reserves essential to the man-
313 agement of the property or necessary to meet re-
314 quirements for depreciation and amortization of
315 bonded indebtedness, but the amount set aside
316 therefor shall be subject to the approval of the
317 housing board. Nothing in sections twenty-three to
318 twenty-six H, inclusive, shall be construed to obli-
319 gate the commonwealth, or to pledge its credit, to
320 any payment whatsoever to any such corporation or
321 to any stockholder, bondholder or creditor thereof.






