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The expansion of private hospitals and colleges in American
cities is often obstructed by the high cost of land and by substand-
ard neighborhoods surrounding the institutions. A recent amend-
ment of the law dealing with urban renewal programs (Section
112 of the Federal Housing Act) eases these institutional diffi-
culties and at the same time benefits the cities financially.

Waiver Clause. Section 112 has two principal parts, the “waiver”
clause and the “credit” provision. The “waiver” clause provides
that federal grants are available for urban renewal projects in the
vicinity of colleges or hospitals, whether the project area is or is
not “predominantly residential” either before or after the renewal
activity; hence the clause promotes the improvement of areas
around private institutions. The institutions also are able to ac-
quire desired land in the renewal project area by paying a low
“write down” price, usually the fair market value of the cleared
site. Massachusetts cities and towns can probably utilize this
waiver clause of Section 112, but the statutes are not entirely clear
on this score.

Credit Provision. Section 112 also provides that certain expendi-
tures by hospitals and institutions of higher learning shall be
treated the same as expenditures made by local governments in
the computation of federal grants to help pay urban renewal costs.
These institutional expenditures include outlays for acquisition and *

clearance of the land being acquired by the institutions, plus costs
to relocate former occupants of the cleared site. The expenditures
are only eligible if the institutions redevelop or rehabilitate the
acquired property for an educational or hospital use. Eligible in-

INVOLVEMENT OF HOSPITALS AND EDUCATIONAL INSTITUTIONS
IN URBAN RENEWAL PROGRAMS

SUMMARY OF REPORT

FEDERAL AID UNDER SECTION 112 PROVISIONS
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stitutional expenditures may relate to acquired land located within
a fourth of a mile of a local renewal project, and can occur before
that project is started.

Through the use of so-called Section 112 credits, substantial
benefits accrue to the city in the financing of its urban renewal
program. If the federal government is paying 2/3 of the costs of
an urban renewal project, each $lOO which is spent by an institu-
tion and which qualifies as a Section 112 credit for the locality, can
be used in either of two ways, (1) to permit the city to undertake

‘’Nanother $2OO of urban renewal cost at no additional municipal ex-
pense, or (2) if the overall size of the city’s urban renewal pro-
gram remains unchanged, to reduce the local share of renewal
costs by $66.

DEDUCTIBILITY OF SECTION 1 72
CREDIT’S ON STATE AID FOR RENEWAL

By statute, the state may subsidize up to half of local urban re-
newal costs under the related federal contract (G.L. c. 121, s.
26FF). Unfortunately, the state law is not clear whether this state
sharing occurs before or after deduction of Section 112 credits.

This precise question has not yet arisen. However, the State
Division of Urban and Industrial Renewal contends that the credit
should be deducted, thus reducing the amount of state subsidy. It
reasons that the purpose of the state aid is to help defray the share
of renewal costs borne by local governments. Section 112 credits
are treated as local expenses by the federal law, but do not repre-
sent expenses actually borne by the local government and taxpay-
ers. Rather they result from expenditures by hospitals and col-
leges for their own expansion and improvement.

DOUBTFUL STATE AUTHORIZATION
RE SECTION 112 CREDITS

There is some doubt whether the statutes of Massachusetts are
adequate to authorize cities and towns to utilize Section 112 credits.
The federal statute and related regulations of the Urban Renewal
Administration (URA) require procedural steps which may neces-
sitate more express state provisions.
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For example, if the credit is generated by institutional expendi-
tures outside an official urban renewal project area, these expendi-
tures must be in accordance with a “development plan”. This de-
velopment plan, in turn, must indicate the nature of the redevelop-
ment or rehabilitation to be undertaken by the institution. The
plan must also be compatible with both the nearby urban renewal
project and the overall city plan.

Doubts also arise with respect to the federal requirement that
the development plan be subject to a public hearing and to ap-
proval by the local government. Massachusetts has no statute
which expressly authorizes such local action. The Federal Hous-
ing and Home Finance Agency (HHFA) suggests that state legis-
lation is “necessary” to clear up this point. The URA says that
such action would be “desirable” but not “necessary”, and hence
may be satisfied if Massachusetts localities actually hold public
hearings to consider the institutions’ development plans even
though this is not required by local statute. The Boston Redevelop-
ment Authority feels that the Boston City Council can approve
development plans without any new state legislation.

The HHFA has drafted a model state enabling statute which
seeks to avoid doubts about local authority to use Section 112
credits; the two states of Indiana and Maine have adopted statutes
similar to that model. Illinois also has a specific state statute deal-
ing with Section 112.

Several bills were introduced at the recent legislative session to
clarify the authority of local governments to use Section 112
credits. Of these, Senate, No. 45, introduced by Senate President
John E. Powers, was comparable in most respects to the HHFA
model statute. Senate 638, introduced by Governor Volpe, dealt
with this Section 112 question within a proposed overall recodifica-
tion of the state’s urban renewal law. Neither of the bills were
enacted by the General Court.

USE OF SECTION 112 CREDITS
IN MASSACHUSETTS AND ELSEWHERE

No city in Massachusetts has yet obtained final federal approval

EFFORTS TO CLEAR UP DOUBTS
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of a Section 112 credit. However, it is likely that there will be sub-
stantial use of such credits in the near future.

Many colleges and hospitals which are located in or near the
boundaries of metropolitan Boston urban renewal areas, will un-
doubtedly expand and generate Section 112 credits. As a result it
is estimated that approximately $3O million of Section 112 credits
may become available in Boston alone. Such credits could there-
fore have an important effect on Boston’s total urban renewal pro-

gram. Its overall program might, as a consequence, expand by
approximately $6O million at no additional cost to the city’s tax-
payers. Or, if the program is otherwise left unchanged, up to $2O
million of city renewal costs could be shifted to the federal govern-
ment.

In six other states, Section 112 credits had been used by the end
of last year to assist in the financing of eight renewal projects.
Nationally, the URA reports that at least $9O million of Section
112 credits will shortly become available in American cities.

CONTROVERSIAL ASPECTS OF SECTION 112
Several aspects of Section 112 have become quite controversial,

reflecting both benefits and dangers to the cities and the institu-
tions.

On the benefit side, Section 112 credits make possible more
urban renewal work at reduced local cost. Also, Section 112 may
enable cities to exert more control over the expansion of hospitals
and colleges.

Tax Exemption. On the other hand, the use of Section 112 credits
may increase the tax exemption problem of the cities. One of the
acknowledged purposes of Section 112 is to facilitate the expansion
of tax exempt private hospitals and colleges. With respect to this
objection, proponents of Section 112 insist that these institutions

■jAvould expand even if the federal inducement were not in effect.
Moreover, they argue that the property value and other benefits
accruing to the city from Section 112 credits and additional urban
renewal made possible by these credits will more than compensate
for any increase in tax exempt property. This problem in Boston,
moreover, could be ameliorated by future annual institutional pay-
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ments equal to the property taxes now being collected from each
related site in the urban renewal project.

Institutional Fears. Some fears have also been expressed from the
institutional viewpoint that Section 112 may cause undue interfer-
ence by the local government in the planning and management of
these private institutions. Further, the required public disclosure
of “development plans” of the institution could stimulate specula-
tion and higher land prices in the area surrounding the hospital or
college. UKA regulations tend to minimize this danger. #

Cooperation Agreement. The net result of the above pros and cons
may be a bargaining process between the city and the institutions,
as each side seeks to derive maximum benefits from the federal
law. The UKA regulations and the HHFA model statute both sug-
gest that the results of such bargaining, insofar as future action by
the city or the institution is concerned, should be embodied in a
formal “cooperation agreement”. Additional state legislation may
be needed to authorize Massachusetts cities and towns to enter into
this type of agreement.

Distortion Effects. Section 112 has been criticized because it might
produce distortions in the overall urban renewal program. If the
expansion expenditures of an institution are to be eligible as Sec-
tion 112 credits, the city must undertake an urban renewal project
in the close vicinity. Rather than lose out on the credits, a city
might begin a renewal project in an area where renewal is not
needed or might give an undeserved priority to it. Federal regula-
tions reduce, but do not eliminate this danger.

Eminent Domain. Some fear has been expressed that Section 112
gives eminent domain power to the institutions. It is true that this
section might induce the city to use its eminent domain power in
urban renewal areas to make low cost land available to the institu-
tions. However, Section 112 itself does not give the power of emi-
nent domain directly to the private institutions. Only state legisla
tion can delegate this power to private colleges or hospitals.

FEDERAL MISGIVINGS ABOUT SECTION 112
The Federal Urban Renewal Administration opposed the enact-



1963.] SENATE —No. 729. 9

*

*

ment of Section 112 and still has serious misgivings about its pro-
visions. In part, the UKA is unhappy because Section 112 further
reduces the share of renewal expenses to be met locally. Further-
more, the URA fears that the basic urban renewal purpose of Sec-
tion 112 may be submerged by overemphasis on the provision of
“cheap land” for institutional growth.
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Recent amendments of the Federal Housing Act in 1959
1961, which enacted Section 112 thereof, provide federal aid to
facilitate participation by private colleges and hospitals in local
urban renewal programs.

This report examines the background and the operation of that
provision which can benefit both local governments and private
institutions. It discusses doubts which have arisen as to whether
present Massachusetts statutes permit cities and towns to utilize
Section 112. The report analyzes the terms of proposed enabling
statutes which are being suggested to clear up this question.

In recent years institutions of higher education and private hos-
pitals have successfully urged Congress to facilitate their partici-
pation in local urban renewal programs. In early 1959, represen-
tatives of fourteen institutions of higher education testified during
hearings by the Housing Subcommittee of the United States Sen-
ate Committee on Banking and Currency on suggested amendment
of the Federal Housing Act. These spokesmen for the colleges
stressed some serious future problems due to the effect of the popu-
lation explosion on universities located in American cities. 1 “War-
babies” will soon inundate the colleges, creating a great need for
expanded teaching, research, and housing facilities.

This necessary expansion is being obstructed by several factors. m■ ,

In the first place, educational institutions often have great diffi-
culty in acquiring additional, well located land, particularly since

3lff (Emnmmuwaltlj nf jEaasarljusjttja

INVOLVEMENT OF HOSPITALS AND EDUCATIONAL
INSTITUTIONS IN URBAN RENEWAL PROGRAMS

CHAPTER I. INTRODUCTION

Section 112 of the Federal Housing Act

i Hearings of Housing Subcommittee of the U.S. Senate Committee on Bank-
ing and Currency (hereafter “Committee”) regarding 1959 Housing Act, pp.
501-530.
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the cost of adjacent land may be prohibitively high. Furthermore,
in many cases they cannot use the buildings which stand on ac-
quired sites and must raze old structures to build new dormitories,
libraries or other desired facilities. Although only land is desired,
the institution must pay the private owner prices for both land and
building. 1

Beyond this problem, many urban colleges are surrounded by
slums and deteriorating neighborhoods. Such substandard environ-
ments, according to the testimony given at the Senate hearing,

the vitality of these educational institutions. Colleges
need attractive and safe conditions for student and faculty resi-
dences. Maximum utilization of institutional facilities requires
that the neighborhoods around universities be safe for pedestrian
movement during the evening hours.2

In 1960, representatives of hospitals echoed the testimony pre-
viously given by the collegiate spokesmen at Washington. 3 They
pointed out that necessary hospital expansion is being blocked by
the “

... holdup prices (asked) by people who know that the hos-
pitals need this land and make it practically impossible for them
to obtain this land.” 4 Such needs include well-kept surroundings
to house hospital staff members and to permit safe transit of both
staff and patients during day and night. 5

Faced by these problems, the colleges and the hospitals looked to
federal urban renewal programs for assistance in the solutions of
their institutional dilemmas. Urban renewal grants enable the
cities to sell cleared land at low, “write-down” cost to private per-
sons and institutions. Also urban renewal programs make com-
prehensive efforts to restore and maintain good city neighbor-
hoods.

The colleges and hospitals proposed an amendment to the Fed-
eral Housing Act to facilitate their participation in renewal pro-
grams. After relatively little debate in committee or on the floor

jjjof Congress, the college aspect of this proposal was enacted in 1959
1 op.cit. pp. 501-502, 507, 525.
2 op.cit, pp. 501-502, 503, 529.
3 Committee Hearings on 1960 Housing Act, pp. 331-344
4 op.cit., p. 335.
5 op.cit., p. 337 See also Committee Hearings on 1961 Housing Act, p. 726,
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as Section 112. In 1961, the Section was extended to cover hos-
pitals.

Section 112 consists of two principal parts (1) the “waiver”
clause, and (2) the “credit” provision. The waiver clause author-
izes a federal grant to an urban redevelopment project which in-
volves a college or hospital, whether or not the project area is
predominantly residential either before or after redevelopment.
The credit provision permits a city to count certain expenditures
made by private institutions as part of its local share of urban re-
newal costs. Both of these provisions have great financial sig-
nificance for urban renewal programs in cities such as Boston
where colleges and hospitals are a substantial aspect of the com-
munity.
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The phraseology of the Federal Housing Act which waives the
predominantly residential requirements in connection with urban

projects involving a college or a hospital, follows:
(a) In any case where an educational institution or a hospital is located

in or near an urban renewal project area and the governing body of the
locality determines that, in addition to the elimination of slums and
blight from such area, the undertaking of an urban renewal project in
such area will further promote the public welfare and the proper develop-
ment of the community (1) by making land in such area available for
disposition, for uses in accordance with the urban renewal plan, to such
educational institution or hospital for redevelopment in accordance with
the use or uses specified in the urban renewal plan, (2) by providing,
through the redevelopment of the area in accordance with the urban re-
newal plan, a cohesive neighborhood environment compatible with the
functions and needs of such educational institution or hospital, or (3) by
any combination of the foregoing, the Administrator is authorized to ex-
tend financial assistance under this subchapter for an urban renewal
project in such area without regard to the requirements in section 110
of this title with respect to the predominantly residential character or
predominantly residential reuse of urban renewal areas. l

When the urban renewal program originated in 1949, the main
emphasis was on the redevelopment of residential slum areas. But
the vacant land could then be used for non-residential purposes
after the slums were cleared.2 The Commissioner of the federal
Urban Renewal Administration (URA) reports that a college or
hospital has always been able to purchase cleared land within an
urban renewal project from the local authorities for institutional
re-use of that land. But the federal government would not hereto-
fore pay two-thirds of the total project cost to the local authority

'-unless the area was ■predominantly residential either before or

Federal Provision

CHAPTER 11.

WAIVER OF “PREDOMINANTLY RESIDENTIAL”
REQUIREMENT FOR RENEWAL PROJECTS

!Sec. 112 of Housing Act of 1949, as amended. 42 USC 1463 75 Stat. 169,
(in 1961).

2 Foard, A. and Fefferman, H., “Federal Urban Renewal Legislation,” 25 Law
& Cont. Problems 635 at 662-672, (1960).



[Mar.SENATE— No. 729.14

I

I

after the renewal project. 1 Hence, a federal grant was not avail-
able in an area that was (a) made up mostly of college or hospital
facilities before renewal, and (b) remained predominantly such
an institutional area after renewal efforts were completed.

Prior to passage of Section 112, Congress had been under
pressure to modify the “predominantly residential” requirement.
The argument ran that overall community improvement must
cover commercial, industrial, and other areas as well as residential
neighborhoods. In response to this pressure, and apart from Sec-
tion 112, the Federal Housing Act was revised to permit thirty
percent of the total federal grants for urban renewal to be used
for projects which do not satisfy the “predominantly residential”
requirement. 2

As indicated above, Section 112 added a further waiver to this
requirement where a hospital or college is in or near an urban
renewal project area. In such cases federal funds cannot be denied
on the basis that the area is not predominantly residential either
before or after renewal. Moreover, further federal grant money
may continue to be used after the thirty percent of the total
grant funds allocated to non-residential projects has been ex-
hausted. The local governing body must, however, find that the
urban renewal project will benefit the institution by making land
available or by improving the neighborhood.3

Massachusetts Statutes

The federal law permits grants for renewal projects involving
private institutions. Such projects, however, could not be under-
taken in Massachusetts without related state statutory authoriza-
tion. In other words, although federal law made federal money
available, only state law could authorize a city or town to under-
take a project which utilizes federal funds.

Massachusetts law on this point has recently been clarified by a
1962 statute (C.43) which specifically permits land that is cleared
by a local redevelopment authority to be redeveloped for educa-

1 Sec. 110 (c) of 1949 Housing Act. 42 USC 1460 (c); 63 Stat. 420.
2 Sec. 110 (c) of 1949 Housing Act, as amended, 42 USC 1460 (c); 75 Stat, 166.

(1961).

3 Sec. 112 of 1949 Housing Act, as amended, supra.
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tional, charitable, or hospital uses. The law is not absolutely clear
on whether the project area must become entirely or predom-
inantly institutional, but it does not require the area to be pre-
dominantly residential. Therefore, it would seem that local au-
thorities can now take advantage of the waiver clause in Sec. 112.

Thus far there has been no substantial involvement of institu-

tions in the Massachusetts urban renewal program. No sizeable
parcel of cleared land has yet been sold to a private college or hos-
pital, according to the Boston Redevelopment Authority.

But now that both federal and Massachusetts statutes have
opened the door for more extensive institutional participation in
local renewal projects, it is likely that the waiver clause of Section
112 will be used in the Commonwealth. The Boston Redevelop-
ment Authority states that the waiver clause may be used to ob-
tain federal funds for renewal projects in Boston.

Throughout the nation the Federal Urban Renewal Administra-
tion (URA) reports, on the basis of a partial survey, that at least
38 institutions are planning to purchase 522 acres of land at a
total cost of $14.5 million from local urban renewal agencies.

This federal agency also reports that, as of December 31, 1961,
the following five redevelopment projects in other states have
relied on Section 112 waivers to obtain federal funds. 1

1) Santa Clara, California University Project
2) Baltimore, Maryland University of Maryland, Project 1
3) Baltimore, Maryland University of Maryland, Project 2
4) Camden, New Jersey Camden Campus Project
5) Philadelphia, Pennsylvania Drexel Project

*

Use of Waiver in Massachusetts and Other States

1Urban Renewal Administration, Washington, “Urban Renewal Project
Characteristics December 31, 1961”.
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In addition to the above provision waiving the “predominantly
residential” requirement, Section 112 of the Federal Housing Act
has the following provision relative to local credits for institutional #"

expenditures:
The aggregate expenditures made by any such institution or hospital

(directly or through a private redevelopment corporation or municipal or
other public corporation) for the acquisition within, adjacent to, or in the
immediate vicinity of the project area, of land, buildings, and structures
to be redeveloped or rehabilitated by such institution for educational uses
or by such hospital for hospital uses in accordance with the urban re-
newal plan (or with a development plan proposed by such institution, hos-
pital, or corporation found acceptable by the Administrator after consid-
ering the standards specified in Section 110 ( b ) of this title, and approved
under state or local law after public hearing) and for the demolition of
such buildings and structures if, pursuant to such urban renewal or de-
velopment plan, the land is to be cleared and redeveloped, and for the re-
location of occupants from buildings and structures to be demolished or
rehabilitated, as certified by such institution or hospital to the local public
agency and approved by the Administrator, shall be a local grant-in-aid
in connection with such urban renewal project;i

As indicated above, the federal statute permits federal grants to
institutions under Section 112 whether their private redevelop-
ment proposals lie inside or outside related urban renewal project
areas. This report first discusses those features of such credits or
subsidies which are the same whether the institutional improve-
ments are to occur inside or outside the renewal area. Subsequent
text will discuss several significant differences between those Sec-
tion 112 credits dealing with institutional expenditures within theH<
site of the urban redevelopment project and those outside that
area.

CHAPTER HI.

LOCAL CREDITS FOR INSTITUTIONAL EXPENDITURES

Federal Statute

Eligible Institutional Expenditures

i Sec. 112 of 1949 Housing Act, as amended, supra.
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The federal law limits qualified institutions for Section 112
credits to non-profit establishments in the following terms:

“ ... any educational institution of higher learning, including any public
educational institution or any private educational institution, no part of
the net earnings of which inures to the benefit of any private share-
holder or individual;”
"... any hospital licensed by the State in which such hospital is located,

including any public hospital or any non-profit hospital, no part of the net
earnings of which inures to the benefit of any private shareholder or in-
dividual.”!

URA regulations contain the following definition of an eligible
educational institution:

“.. one which (i) provides an educational program for which it
awards a baccalaureate degree, or provides for not less than a 2-year pro-
gram which is acceptable for full credit toward such a degree, or is a
graduate or professional school, and (it) is accredited by a nationally
recognized accrediting agency or association or, if not so accredited, is
an institution whose credits are accepted, on transfer, by not less than
three accredited institutions for credit on the same basis as if trans-
ferred from an institution so accredited.” 2

Churches, as such, are not included in this definition. However,
neither the statute nor the regulations preclude a classification of
a church-supported college or hospital as an eligible institution.
Also, the college or hospital may be a publicly-supported institu-
tion.3

An institution may produce a Section 112 credit by making one
or more of three types of expenditure: 1) Acquiring land and
buildings; 2) clearing this land; and 3) relocating the persons who
lived on the property. 4

It is important to note that the following two types of institu-
tional expense are not eligible as Section 112 credits: 1) No credit
becomes available when an institution purchases land from a local
redevelopment authority if the local authority has obtained a fed-

Eligible Institutions

Eligible Expenditures

i Ibid.
2 Urban Renewal Manual, s. 17-4-3, p, 2, June 5, 1962.
3 Ibid.
4 Sec. 112 of 1949 Housing Act, as amended, supra.
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oral grant covering the property involved.1 Otherwise, both the
institution and the federal government would, in effect, be paying
the city for the property. 2) No Section 112 credit is given to help
pay institutional expenses in rehabilitating or redeveloping ac-
quired property.

Eligible Re-Use. While no credit becomes available for institu-
tional rehabilitation or redevelopment of the property, actual re-
habilitation or redevelopment must occur if credit is to be given for
institutional acquisition, clearance, and relocation expenses.2 Thus,
if an institution spends $1 million to acquire and clear a site on
which it constructs a $lO million building, Section 112 credit is
limited to $1 million. However, the latter credit will not become
available unless the site is redeveloped or rehabilitated for an ap-
proved educational or hospital reuse.

Redevelopment includes the clearance of the site and the con-
struction of a new building or other facility. The regulations re-
quire that rehabilitation of a property must involve either (1)
Alteration of a structure to accommodate a new use; or (2) the
correction of serious deficiencies in a deteriorated or deteriorating
structure. In either case, rehabilitation must involve physical al-
teration or improvement beyond repairs, replacement, painting,
decorating, or similar normal maintenance work.3

The redevelopment or rehabilitation must be for an approved
educational or hospital use, which the regulations define as follows:

(1) “Educational uses” means those uses related to the functions of
teaching or research, or to the housing, feeding, and care of students and
faculty, or otherwise intended for the primary benefit of students and
faculty.

(2) “Hospital uses” means those uses related to the functions of a hos-
pital in providing care and treatment of the ill or injured, including the
housing, feeding, and care of resident interns, physicians, and nurses.4

Timing of Eligible Expenditures. To be eligible for Section 112
credits, institutional expenditures must take place within a speci-
fied period of time. The expenses must have occurred no earlier

iSec. 112 of the 1949 Housing Act, as amended, 42 USC 1463 (b); 75 Stat. 169.
(1961)

2 Urban Renewal Manual, supra, p. 4.
3 Ibid.
4 Op.cit. p. 7.
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than seven years prior to URA approval of the federal grant con-
tract for the urban renewal project. For future federal contracts
approved up to September 25, 1963, eligible expenditures must have
occurred no earlier than five years prior to the application by the
local redevelopment agency for federal assistance. 1 These provi-
sions make it possible for the city to obtain Section 112 credits for
institutional expenses that have been made even before the city
began planning a renewal project in the area. If the eligible ex-
penditures have occurred before the urban renewal project the in-
stitution must certify the validity and amount of the expenses. 2

If the expenses have not been incurred before the city and the
federal government enter into a contract for the urban renewal
project, the institution must certify that it has the funds to meet
future acquisition, clearance and relocation costs. The institution
must also agree to make all eligible expenditures before the fed-
eral government transmits the last portion of its grant to the re-
newal project.3

Institutional redevelopment or rehabilitation of the site, for
which no credits are available, may take place after the comple-
tion of the urban renewal project. However, there must be a certi-
fication that:

(1) Work done will be in accordance with the approved urban
renewal plan or the approved development plan.

(2) Redevelopment will take place within a reasonable time.
(3) Necessary funds are or will be available.4

If institutional expenditures are eligible for Section 112 credit,
they are treated as local, non-cash, grants-in-aid to the urban re-
newal project. The amount of the credit is added to the net project
cost and then, when the resultant total cost is divided between the
city and federal government, the credit is considered to have been
a city contribution.

Financial Impact of Section 112 Credits

1 Sec. 112 of 1949 Housing Act, as amended, supra. See also Urban Renewal
Manual, supra, p. 3.

2 Urban Renewal Manual, supra, p. 8
3 Op.cit. pp. 3, 8.
4 Op.cit. p. 4.
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Such credits can have two important alternative effects on the
extent and financing of local renewal programs. (1) If a city de-
sires to allocate a certain amount of its own funds for urban re-
newal, the availability of Section 112 credits enables it to enlarge
the overall renewal program without increasing the city’s contri-
butions. (2) Alternatively, if the city desires to limit the size of
its urban renewal program, Section 112 credits make possible
shifting additional city costs to the federal government. These two
effects are illustrated in the following simplified examples.

Expanded Renewal Program at No Additional Local Cost. As-
sume that a city wishes to spend $3O million in cash or in the form
of city improvements, for urban renewal. If the city is on the
2/3 -1/3 sharing basis, the Federal Urban Renewal Administration
(URA) will contribute twice as much, or $6O million, to the city
program. On this basis the city can assume a “net project cost”
of $9O million to pay the difference between (a) the cost of acquir-
ing and clearing the slum area, and (b ) the amount received from
the resale of the cleared land. (The further possibility of state
assistance will be considered later.)

Now, assume that $3O million of institutional expenses become
available as Section 112 credits in the city’s urban renewal pro-
gram. Using the “pooling” arrangement permitted by federal
statute, 1 these credits make possible an additional $6O million of
publicly-financed urban renewal at no additional city expense.
Combining this result with the preceding paragraph, it is clear
that a city contribution of $3O million could produce $l5O million
of renewal.

In general every $l.OO of institutional expense which is the basis
of a Section 112 credit enables the city to increase its public re-
newal program by $2.002 without any additional municipal expense.

Same Renewal Program at Reduced Local Cost. As an alterna-
tive assume that the city decides to limit its urban renewal pro-
gram to $9O million even if it can expand this program at no addi-

1 Secs. 103-4 of 1949 Housing Act, as amended, 42 USC 1454; 75 Stat. 166,
(1961). See also, Urban Renewal Manual, supra p, 9.

2 See “Suggested State Legislation: 1961,” Council of State Governments,
p. 122,
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tional cost. Under this assumption, Section 112 credits will still
benefit the city by shifting some of the city’s normal 1/3 share of
renewal costs to the federal government. The exact amount of
that shift will vary, depending on the extent to which the city’s
contributions are made up of non-cash grants-in-aid for schools,
sewers, streets, and the like.

The city will realize maximum benefit if its share of the renewal
cost is to be paid mostly as cash. In such a case, Section 112
credits of $3O million will reduce the city’s actual share of a $9O

program from $3O million before such credits are included
to $lO million. In turn, the federal share will be increased from
$6O million to $BO million.

In general, the maximum benefit to the city is a shift from the
city to the federal government of an amount equal to 2/3 of the
Section 112 credits. A complicating factor, however, is the provi-
sion of federal law which limits the federal contribution to a proj-
ect to the difference between the net cost and the sum of local
non-cash grant-in-aids. 1 Thus, if the sum of the city’s non-cash
contributions plus the Section 112 credits, is greater than the sum
of one-third of the credits plus 1/3 of the net project cost before
Section 112 credits are considered, the shift will be less than 2/3
of those credits.

The actual shift in this case will be equivalent to the amount of
cash which the city planned to contribute to the renewal program.
For example, if the city plans to build $2O million worth of new
streets, schools, etc. as part of its normal 1/3 share of a $9O million
program, the presence of $3O million of Section 112 credits would
only reduce the city’s contributions to the program from $3O mil-
lion to $2O million. Indeed, if the city had planned to spend no
cash for its 1/3 share, the 112 credits will be of no benefit to the
municipality.

To summarize: Section 112 credits, which are based on expendi-
tures made by approved private institutions, can benefit local gov-

ernments in two ways (1) by permitting an expansion of the
urban renewal program at no additional cost to the city, or (2) if
the city decides not to expand its renewal program, the Section

isee 42 USCA 51453.
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112 credits may shift part of its normal share of those program
costs to the federal government.

By statute (G.L. c. 121, s. 26 FEE), the state is authorized to
assist a city or town with its urban renewal programs in an
amount which “

.
. . shall not exceed one-half of the local share of

the contribution required from the municipality under the federal
capital grant contract...” Assume that with federal assistance,
a local renewal program with a net cost of $9 million would cost
the city $3 million. If state aid also becomes available through
the State Division of Urban and Industrial Renewal for an ap-
proved program, the Commonwealth can pay up to $1.5 million,
making the final cost to the city of its program only $1.5 million.

Section 112 credits would further affect the amount of state aid.
If a $1 million credit became available in connection with nearby
institutional additions, the net project cost would become $lO mil-
lion. The federal share then would be not more than $6 2/3 mil-
lion. Against the remainder of $3 1/3 million, the state aid could
be applied in two ways. First, the state could pay half of this re-
mainder, or $1.66 million. The nominal city share would be $1.66
million also, but the city could credit the $1 million of 112 credits
against this sum. If this means of calculation were used, the 112
credits would increase the federal share from $6.00 to $6.66 million,
and decrease the city expenses from $1.5 to $0.66 million.

The second method of computation would deduct the $1 million
of Section 112 credits, based on the assumed institutional expendi-
tures from the nominal $3 1/3 million local share because the
credits do not represent actual expenditures of the city. The state
would then pay half of the remaining $2 1/3 million local cost.
Under this method, the Section 112 credits would increase the fed-
eral share from $6.00 to $6.66 million, but would reduce both the
city and the state’s share from $1.50 to $1.16 million.

The present statutory provisions do not clearly indicate which of
these calculations shall be made by the State Division of Urban
and Industrial Renewal. No project has yet been submitted to the
Division which involves Section 112 credits. When this does occur

Financial Impact of State Assistance
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it is almost a certainty that local authorities will argue for the
first method of calculation. The anticipated argument is that the
General Laws permit state aid equal to one-half of the local share
as computed in the federal contract. In the federal computations,
the local share does include the amount of Section 112 credits.
Also, although the expenditures which count as Section 112 credits
were made by private institutions, it might be argued that these
institutions should be regarded as part of the local governmental
structure. If the private hospitals and colleges were not built, the
municipal government would have to construct additional public
facilities to care for and educate its citizens.

It seems probable that these arguments will be rejected for the
following reasons: The statute says that the state assistance “shall
not exceed” one-half of the local share, and hence the state is au-
thorized to contribute less than half if that seems proper. In de-
ciding on the proper amount of state aid, it is argued that its pur-
pose is to defray part of the local government’s expenses in urban
renewal and that Section 112 credits are not expenses of the local
governing body.

The Division, while it has not dealt with a Section 112 credit
yet, has handled analogous situations. For example, in North
Adams the Commonwealth built a highway near to an urban re-
newal project. This state expenditure was deemed sufficiently re-
lated to that renewal project to be acceptable for local non-cash
grant-in-aid credit when the federal share of project costs was
computed. The State Division, however, first deducted the high-
way item in computing the one-half of local expenses to be reim-
bursed to North Adams by the state. The reason given was that
the locality really had not borne the cost of the highway. Similar
decisions by the State Division are reported to have been given in
connection with viaducts in Fall River and Somerville.

If the Division deducts Section 112 credits before computing
state aid, the credits will reduce both the city and the state shares
of urban renewal costs.

While Section 112 credits can provide substantial benefits to a
local government, the question still remains: Does Massachusetts

Authority to Accept Credits
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law authorize a city to accept these credits? The answer to this
question depends on how the credits are classified. If they are
considered to be grants from the federal government, present
statutes (G.L. c. 121, s. 26P) would seem to permit localities to
accept the advantages inherent in the credits. That law authorizes
local housing or redevelopment authorities to accept “grants” from
the federal government in connection with land assembly and re-
development projects. A similar provision (G.L. c. 121, s. 26 AAA)
occurs elsewhere in connection with renewal projects.

If the credits are classified as grants by the private institutions
to the city, Massachusetts’ statutes seem to permit the city to ac-
cept such contributions (G.L. c. 121, ss. 26P and 26AAA). The
first of these sections permits local authorities to “receive...
grants... from the federal government or from any other source,
public or private.” The latter section has similar language cover-
ing renewal projects.

It is possible, however, that the credits may not be classified as
grants. Although the credits may result in more federal funds
flowing into the city, the credits themselves do not involve federal
disbursements. Further, no funds actually pass from the institu-
tions to the city.

Perhaps to clarify such ambiguities, the Federal Housing and
Home Finance Agency, the parent of the URA, has proposed a
model state statute which makes it clear that local authorities may
accept Section 112 credits.1

At least four states have passed statutes which specifically au-
thorize cities to use Section 112 credits.2

1962 Proposals by Governor and by Senate President. Several
bills were introduced during the 1962 session of the Massachusetts
General Court to meet this problem. Of these, Senate No. 45, in-
troduced by Senate President John E. Powers, would have given

1 See Appendix A, Draft Model State Legislative Proposal to Make Certain
Local Hospital and Educational Expenditures Eligible for Federal Urban
Renewal Grants. Issued by House and Home Finance Agency, Nov. 1, 1961.

2 Illinois, Smith and Hurd Statutes, C.67%, ss. 85a, 91.13b, 91.103 (1).
Indiana, Acts of 1961 C.42. Maine Revised Statutes C.9OC, Public Laws
1961, C.203. Tennessee C.208 of 1961 (re University of Tennessee).
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localities express power to use Section 112 credits. 1 Senate, No.
638, proposed by Governor John A. Volpe, contained a clear im-
plication that Section 112 credits might be used. 2 Some aspects of
these bills are discussed later. None of the proposals was enacted
by the General Court. It should be emphasized that the express
authority to use federal and other grants, together with the gift-
like effect of the credits, seems to imply that Section 112 credits
can be used.

However, there is a substantial question whether Massachusetts’
localities have the authority to comply with the federal require-
ments dealing with the approval and certification of Section 112
credits.

Credits Within Project Areas. As has been pointed out, a credit
can arise either inside or outside the boundaries of an urban re-
newal project area. If the eligible institutional expenditures are
made within a project area, the expenses and the institutional
plans for redevelopment or rehabilitation are included in the plans
of the local redevelopment authority for the renewal project. 3 This
approach is easier because it avoids the special approvals and certi-
fications which are required if credits arise outside the borders of
the renewal project.

The financial impact of Section 112 credits is, in most cases, the
same whether the institutional expenses are made inside or out-
side a renewal area. The credits either permit a “free” expansion
of the renewal program or shift more of the project cost to the
federal treasury.

There is an additional factor which may arise in connection with
institutional expenses to be made within a project area. If a hos-
pital or college wants to obtain a parcel of land which will be in-
cluded in a renewal project the city may have a choice of proce-
dures. The local redevelopment authority can acquire, clear the
land, and then sell the site to the institution. Or the institution

Approval and Certification Problems

1 Sen. 45 of 1962 which unsuccessfully proposed a new G.L. c. 121, s. 26 DDD.
2 Sen. 638 of 1962 which unsuccessfully proposed a new G.L. c. 1218, see ss. 1

and 35.
2 See Urban Renewal Manual, supra, p. 3.
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can acquire and clear the parcel itself, thus benefitting the city
through generating a Section 112 credit.

For example: If a planned project area would cost $24 million
to acquire and clear, and if the cleared land could be sold for $9
million, the net project cost would be $l5 million. The federal
government can pay 2/3 of that net cost, or $lO million. Now as-
sume that there is an adjacent college or hospital which desires to
acquire a parcel of land, within the boundaries of the project area,
which would cost $4 million to acquire and clear, leaving a site
worth $1 million.

If the city can induce the institution to acquire and clear the
site, thus generating a $4 million Section 112 credit, the gross cost
of the renewal project would remain $24 million (the $4 million of
Section 112 credit, plus $2O million to be spent by the city to clear
the rest of the project area.) The city’s resale of the cleared land,
excluding the “institutional” area, would in that case yield only $8
million instead of $9 million (the institution has become owner of
its parcel which would otherwise have been purchased from the
city for $1 million.) The net project cost would then be $l6 mil-
lion (24. minus 8) instead of $l5 million. The federal govern-
ment pays 2/3 of this, or $10.7 million, and the local share is $5.3
million. However, the locality can credit the institution’s $4 mil-
lion, thus reducing its expense to $1.3 million. On the other hand,
if the Section 112 credit had not been available for the institu-
tional development, the city’s cost would have been $5 million, or
almost four times as much.

It is evident that the city benefits if the institution can be per-
suaded to acquire and clear its own parcel. But, since the institu-
tion’s overall expenses have been increased from $1 million to $4
million, the city may not be able to persuade the college or hospital
to purchase and clear its parcel.

However, two circumstances increase city chances of inducing
the institution to buy and clear the small parcel itself. First: The
above statement that the institution’s overall expenses are in-
creased is based on the assumption that the locality is willing to
sell part of the land in its renewal project to the institution. This
the city may be unwilling to do or, at least a bargaining position
is established for the municipality. Second: If the institution
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actually desires to acquire a large portion of the project area, the
city may be able to persuade the college or hospital to acquire and
clear at least part of the land which it needs.

For example, suppose the institution needs a portion of the re-
newal area which would cost $lO million to acquire and clear, and
which would be worth $3 million when cleared. If the institution
agrees to acquire and clear a part of this land itself at a cost of $4
million and the city agrees to sell the remainder to the hospital or
college for the “write down” price of $2 million, the net cost to

institution would be $6 million. This is, to be sure, $3 million
more than the institution would have paid if the city had cleared
the entire parcel and then sold it to the institution for $3 million.
However, it is $4 million less than the cost to the institution if
there were no urban renewal project in the area. Moreover, this
arrangement makes $4 million of section 112 credits available to
the city.

In summary, when an institution needs land within a proposed
urban renewal area, potential Section 112 credits may lead to bar-
gaining between the city and the institution. If the city can induce
the institution to acquire and clear part of the project area munici-
pal renewal expenses will probably be reduced.

Credit Outside Project Area. Institutional expenditures may be
eligible as Section 112 credits even if they are made “adjacent to,
or in the immediate vicinity” of an urban renewal project area; 1

the federal regulations define “immediate vicinity” as “

... within
one-fourth of a mile of one boundary of the project.”2 When
credits are sought for expenses incurred outside a renewal project
area, special city and institutional procedures must be followed.

Development Plan. To be eligible for Section 112 credit,
expenditures outside a renewal area must be in accordance with a
“development plan”. According to B. T. Fitzpatrick, a Washing-
ton attorney who helped to draft Section 112, this statutory re-
quirement was inserted to insure a relationship between institu-

tional expansion plans and overall city renewal plans. Because the
official urban renewal plan does not cover the area where institu-
tional expenses are involved, a development plan was deemed ad-

rSec. 112 of 1949 Housing Act, as amended, supra
2 Urban Renewal Manual, supra, p. 3.



SENATE— No. 729. [Mar.28

*

visable to provide the same attributes as hold for an urban renewal
plan.1

To be accepted, a development plan must be consistent with the
statutory standards which Section 110 of the Federal law applies
to official urban renewal plans.2 Accordingly, URA regulations
prescribe the preparation of the development plan of the institu-
tion, its content, and its approval.

Content of the Plan. Section 112 does not require that eligible
institutional expenses be made in slum areas. 3 The statute, how-
ever, directs the Administrator to evaluate development plans with
reference to Section 110 of the Federal Housing Act. 4 This sec-
tion deals with urban renewal projects and urban renewal areas
which must be in a “slum area or a blighted, deteriorated, or de-
teriorating area .. .”5 The federal regulations covering Section
112 specifically provide that “the area covered by the development
plan must be blighted or deteriorating.”6

There is not much legislative history on this point. However,
in 1960 the following dialogue took place at the Senate Committee
Hearing in response to a question put to Dr. Jack Ewalt, Adminis-
trator of the Massachusetts Mental Health Center.

Sen. Sparkman: “I just wanted to be sure that you fully understood...
I think you do ... that Section 112 is geared to Section 110, which defines
the purpose of urban renewal legislation.

“(Section 112) does not remove the requirement that the area must
contain slum and blighted areas.

“I think it would be well to let the record emphasize this requirement
lest some hospital, located in an area where those conditions do not pre-
vail might think that (this section) simply applied to all of them. It does
not; it still has to be within an area that lends itself to an urban renewal
plan. You all understand that to be true?”

Dr. Ewalt: “Certainly.”!

lOp.cit. p. 5.
2 Ibid.
3 See Sec. 112 of 1949 Housing Act, as amended, supra
4 Ibid.
5 Sec. 110 of 1949 Housing Act, as amended, supra. Sec. 110 (c) defines “urban

renewal projects,” which are in “urban renewal areas,” as defined in Sec.
110 (a).

6 Urban Renewal Manual, supra, pp. 5-6,
1 Committee Hearings on 1960 Housing Act, p. 345.
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URA Legal Counsel points out that the regulations do not re-
quire that each piece of property acquired under an institutional
plan be substandard. Indeed, a Section 112 credit can be produced
by institutional purchase and demolition of a perfectly sound build-
ing. The regulations require only that the area in which the in-
stitutional expenditures are made is, on the whole, substandard.
This is similar to the federal rules governing urban renewal proj-
ects. The general project area must be blighted or deteriorating
but the local agency can seize and demolish good structures if this
is necessary for the proper redevelopment of the area.

The model state enabling statute also requires that eligible insti-
tutional expenses be made within a “slum area or a blighted, de-
teriorated, or deteriorating area.” 1

To comply with federal regulations, the development plan must
indicate what joint action will be taken by the city and the institu-
tion to “eliminate blight and deterioration existing in the area cov-
ered by the plan.” 2 The development must be “compatible” with
the plans for the nearby urban renewal project and must conform
“to the general plan for the development of the locality as a
whole.”3

Finally the plan must be “sufficiently complete to show:
(a) Proposed land uses, including:

(1) Specific types of educational or hospital uses for any land in-
volved in claims for non-cash grant-in-aid credit.

(2) Public uses, if any, including community and recreational facili-
ties, both existing facilities which are to be retained and those
which are to be provided.

(b) Public street layout, specifically identifying any changes in existing
layout.

(c) Zoning changes, if any, required to carry out the plan.
(d) Land acquisition required to carry out the plan, together with

anticipated extent to which existing structures will be demolished
and cleared or rehabilitated.

(e) General character, including densities, of any housing facilities
(other than dormitories) to be provided by the donor.

(f) Extent and general location of off-street parking facilities to be
provided.

(g) Any other actions required to eliminate blight in the area”.4

1Draft Model Statute, Sec. 6(e).
2 Urban Renewal Manual, supra, p. 6.
3 Ibid.
4 Op.cit. pp 6-7.
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To achieve local approval of the development plan, Section 112
requires that it be “approved under state or local law after public
hearing.” 1 To that end, the federal regulations require that the
plan must be approved by the “governing body of the locality”,
but permits the necessary public hearing to be conducted “by the
governing body of the locality, by the LPA (local redevelopment
authority), or by any local public body directed or authorized by
state or local law to hold the hearing.”2

State Enabling Legislation. Hence, to utilize Section 112 credits
that arise outside renewal project areas, Massachusetts cities and
towns must hold public hearings on related development plans.
The question is whether further legislation is necessary to au-
thorize municipalities to approve development plans.

The Housing and Home Finance Agency (HHFA) states that
“state legislation is necessary to authorize approval by the local
governing bodies ... of a development plan,” in the preface to its
model state enabling act. 3 Likewise, the Council of State Govern-
ments makes a similar statement in its annual volume of suggested
legislation. 4

The HHFA, of which the Urban Renewal Administration is a
part, has the ultimate power to decide if Massachusetts statutes
satisfy the requirements of Section 112. This power, however, is
apparently rarely used and the URA usually determines the suf-
ficiency of local statutes. The URA says that, although a special
state statute enabling cities and towns to approve development
plans usually would be “desirable”, it is not deemed to be abso-
lutely “necessary.”

URA regulations provide that the authority to approve develop-
ment plans “might be derived either from legislation enacted spe-
cifically for this purpose or from existing legislation providing for
approval of urban renewal plans.” 5

The doubts expressed, therefore, seem to resolve into the ques-
tion whether existing statutes give local governments authority to

1 Sec. 112 of 1949 Housing Act, as amended, supra.
2 Urban Renewal Manual, supra, p. 6.
3 Draft Model Statute, preface, p. 2,
4 “Suggested State Legislation, 1961” Council of State Governments, pp.122-3,
5 Urban Renewal Manual, supra, p. 6.
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approve development plans. While the General Laws of Massachu-
setts do not mention a development plan expressly, they do pre-
scribe the approval of urban renewal and redevelopment projects,
“land assembly and redevelopment projects” and “renewal
projects” (C.121). The former projects involve areas to be taken
by the local housing or redevelopment authority and cleared for
redevelopment (C.121, s. 26J). “Renewal” projects may include
areas to be rehabilitated, as well as areas which will be cleared for
redevelopment (C.121, S.26YY). Federal law does not differentiate
redevelopment projects from renewal projects. 1

In Massachusetts a renewal plan must be approved by the local
governing body after a public hearing (G.L. c. 12, ss. 26XX, 26ZZ),
but no such requirement is in effect for a land assembly and rede-
velopment plan. Therefore, even if the public hearing and local ap-
proval of a development plan will satisfy the URA, if these steps
are required by the local law dealing with renewal projects, the
General Laws may still be inadequate.

There is, however, a possibility that an actual, de facto, public
hearing and local approval might be sufficient. While the General
Laws do not require local hearing or approval of land assembly
and redevelopment plans, the Boston Redevelopment Authority
reports that such plans have been made subject to hearings and
local approval. These steps have been taken by the local authority
to comply with the federal rule that local hearing and approval are
prerequisites for federal grants-in-aid to a redevelopment project.
The URA has approved grants for projects where there has been
local approval and hearing even though this was not required by
the General Laws. Thus, if the URA shows the same tolerance
when Section 112 is involved, it may be sufficient if local govern-
ments in fact approve a development plan after public hearing,
even though not required to do so by state law.

Other State Practices. At least three states have adopted stat-
utes which explicitly authorize local agencies to utilize Section 112.
These three states are Illinois, Indiana and Maine.2 The Indiana
1 See Sec. 110 of 1949 Housing Act, as amended, supra

2 lllinois, Smith and Hurd Statutes, C.67%, ss. 85a, 91.13b, 91.103(1); Indiana,
Acts of 1961, Ch. 42; Maine, Revised Statutes, Ch. 90c, Public Laws 1961, Ch.
203. Tennessee has a provision relative to Univ. of Tenn. only, Ch. 208 of
1961.



[Mar.SENATE— No. 729.32

and Maine legislation is similar to the HHFA’s model statute.
The Illinois law is a different type, which in the following lan-

guage authorizes localities to take whatever action is necessary to
take advantage of the Section 112 credits.

“(The governing body of any municipality may) do and perform any or
all of the actions or things necessary or desirable to assure that the mu-
nicipality obtains credit as a local grant-in-aid for the aggregate amount
of the expenditures made by any such hospital, educational institution, or
private corporation acting on behalf of such institutions, which would be
eligible as such under Title I of the Federal Housing Act of 1949, as
amended.”!

In addition to these three states with express statutes authoriz-
ing localities to use Section 112 credits, the URA has approved such
use in the six following states which have no specific statutes on
the score: Connecticut, Maryland, New Jersey, Ohio, South Caro-
lina, and Texas.2

It does not necessarily follow, however, that Massachusetts has
no need for special legislation regarding credits which arise outside
renewal areas. If the credits already approved by the URA were
produced by institutional expenditures within urban renewal areas,
the special problems presented when a development plan is in-
volved would not have arisen. However, in response to inquiry,
the URA states that some Section 112 credits which have already
been approved by the URA were generated by institutional expen-
ditures outside urban renewal project areas.

To recapitulate: It may be argued on several grounds that Mas-
sachusetts statutes are inadequate to permit the use of Section 112
credits in connection with institutional expenditures made outside
urban renewal projects. First, no express authority is given local
governments to approve development plans. Second, the HHFA
model state statute suggests that specific legislation is necessary.
Third, the General Laws are ambiguous regarding “renewal” and
“land assembly and redevelopment projects” and do not require
public hearing or local approval for the latter.

On the other hand, the General Laws do not forbid public hear-
ing or local approval of a development plan. The URA has given

i Illinois, Smith and Hurd Statutes, Ch.OT 1/?. s.Bs(a). Similar language is
found in ss. 91.13b, 91.103(1).

2 Urban Renewal Association. ‘‘Urban Renewal Project Characteristics De-
cember 31, 1961,” Washington, pp. 20-44 (compiled from table).
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federal aid to renewal projects actually approved after public hear-
ing, and its regulations regarding Section 112 do not uncondition-
ally require special state legislation authorizing the approval of
development plans. Finally, the URA has approved credits arising
outside project areas in other states which have not enacted such
state legislation.

After weighing these arguments, the Boston Redevelopment
Authority indicates that Massachusetts cities and towns can ap-
prove development plans, but that specific authorization would be

desirable. Mr. B. T. Fitzpatrick, the Washington attorney who
assisted in the preparation of Section 112, also believes that spe-
cific legislation would be advantageous in any state desiring to
utilize its terms, if only to avoid additional delay while the federal
government has a locality’s request for Section 112 credits under
consideration.

Legislative Proposals of 1962. Several proposals during this
year’s legislative session would have given Massachusetts munici-
palities express authority to utilize Section 112 credits, but none of
them was enacted.

These proposals took two main forms of which the first was ex-
emplified by Senate, No. 45 which was introduced by Senate Presi-
dent JohnE. Powers.

Senator Powers’ bill, Senate, No. 45, would have added several
new sections to Chapter 121 of the General Laws, including Sec-
tion 26FFF authorizing a local redevelopment agency to hold a
public hearing on a proposed development plan. It was patterned
on the HHFA draft statute and on URA regulations. However,
instead of requiring approval of the development plan by the local
governing body, Senate, No. 45 would have given that power to
the local redevelopment agency only.

A second approach to the authorizing of local approval of devel-
opment plans was incorporated in four bills which all failed of
passage (5.638, H.3873, 5.727, and H.2261). Of these, Senate, No.

' *3B contained the Governors’ proposed recodification of all state
urban renewal statutes. The committee on State Administration
recommended in House, No. 3814 that it be made the basis of a
recess study by the same committee but the Joint Rules Commit-
tee reported that the study should be referred to the next annual
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session and this negative recommendation prevailed in the House
by the roll call votes of 114-93 and of 107-94. The Governor
thereupon resubmitted his proposals as House, No. 3873 which the
committee on State Administration again recommended be made
the basis of a recess study; this recommendation was referred to
the Joint Rules Committee where no further action was taken.

Of the other proposals, Senate, No. 727 was drawn by the State
Division of Urban and Industrial Renewal, and House, No. 2261
was known as the “Cambridge Bill.”

The above recodification proposal of the Governor, Senate, No.
638, contained the following provision:

In any case where an educational institution or a hospital is located in
or near an urban renewal project area, the urban renewal plan for such
project may include plans for the development of land, buildings and
structures adjacent to or in the immediate vicinity of the project area
acquired or to be acquired and redeveloped or rehabilitated by such edu-
cational institution for educational uses or by such hospital for hospital
uses. Such plans may be prepared by the authority or office undertaking
the urban renewal project or may be prepared by the hospital or educa-
tional institution but in either case shall be a part of the urban renewal
plan for all purposes and shall comply with all requirements of federal
legislation as they may exist from time to time relating to non-cash
grant-in-aid credits for expenditures of such hospitals or educational in-
stitutions (pp.25-6).

Under this language the development plan would be approved as
part of the urban renewal plan, thus avoiding the necessity for
special procedures to approve institutional plans.

There are, however, several possible objections to such a com-
bination. First, the local redevelopment authority usually pre-
pares plans for the renewal project. If that authority also prepares
the plans for an outside area, difficulties may arise because URA
regulations require that the development plan be “proposed by the
educational institution or hospital, or by a private redevelopment
corporation or a municipal or other public corporation acting in
behalf of the educational institution or hospital.”1 It might be
argued that, under Senate, No. 638, a local redevelopment au-
thority is “a municipal or other public corporation acting in behalf
of the educational institution or hospital, “but such is stated not to

i Urban Renewal Manual, p. 5.
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have been the intent either of those who drafted that proposal, or
of those who prepared the URA regulations.”

In the absence of official URA decisions in this area, only unof-
ficial opinions can be stated to the effect that the URA will ap-
prove a development plan prepared by a local public agency if the
institution which actually makes the expenditures eligible as Sec-
tion 112 credits subsequently approves the plan. In that case, how-
ever, the local authority will probably not be able to obtain fed-
eral funds as reimbursement for the cost of preparing the develop-
ment plan. 1

A second possible objection to Senate, No. 638 is that renewal
and development plans cannot be merged. URA regulations seem
to require a separate development plan if the Section 112 credits
arise outside the borders of a renewal project. 1 A response to this
objection is that the federal statute makes no such clear distinc-
tion. Section 112 requires that the institution’s expenses be “in
accordance with the urban renewal plan (or with a development
plan ... ) 2 The statute could be construed to permit institutional
expenses outside a renewal area to be made in accordance with
either a renewal plan or a development plan.

Another factor supports the approach taken by 5.638. To ob-
tain federal grants, a local renewal plan must cover blighted or
deteriorating land.3 As the regulations state, institutional ex-
penses eligible as Section 112 credits must also be made in a
blighted or deteriorating area. 4 Thus, the renewal plan could con-
ceivably be extended to include the area of Section 112 expendi-
tures.

On the other hand, from the outset of the federal renewal pro-
gram the urban renewal plan and the urban renewal project have
been considered coterminous. Indeed, one of the reasons for the
concept of the “development plan” is the belief that the renewal
plan cannot be extended to cover institutional expenses in an area
outside a publicly financed renewal project.

tSee Urban Renewal Manual, s. 17-4-3, June 5, 1962, pp. 3-4-5.
2 Sec. 112 of 1949 Housing Act, as amended, supra
3 Sec. 110 of 1949 Housing Act, as amended.
4 Urban Renewal Manual, supra, pp. 5-6.
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Still another point is that the renewal plans and the development
plans should be kept separate because of administrative reasons
and because public redevelopment and private redevelopment
should be considered separately by the public and by local govern-
ment. The difficulty with this line of reasoning is that the URA
does not require separate approvals when Section 112 credits arise
within a renewal project area.

At the present time, no Massachusetts urban renewal project has
utilized Section 112 credits. Despite the doubts surrounding the
sufficiency of state enabling legislation, Boston is planning exten-
sive use of the credit device. The need for expansion of Boston’s
colleges and hospitals has received much attention recently. For
example, officials of both the Affiliated Hospitals Center, Inc., and
the Harvard Medical School told a U. S. Senate Committee that
the medical institutions in the Fenway area of Boston would need
about 35 acres for expansion in the next few years. 1 A trustee of
the Massachusetts General Hospital informed the same committee
that this hospital would need from five to ten acres in the near
future. 2

Much of this expansion will produce Section 112 credits. In fact,
it is stated that at least twenty of Boston colleges and hospitals
are located in or close to planned urban renewal project areas, and
may utilize the provisions of Section 112.3

The Boston Redevelopment Authority has recently made a study
of the potential Section 112 credits in the city and indicates in-
formally that from $2O to $4O million of credits might be available
in Boston. This amount would have a substantial impact on the
Boston renewal program.

Two years ago the Mayor’s office announced a $9O million de-
velopment program for Boston.4 If $3O million of Section 112 in-

Use of Section 112 Credits in Massachusetts

i Committee Hearings on 1960 Housing Act, pp. 341.
a Ibid. p. 341.
3 Committee Hearings on 1960 Housing Act, p. 340.
4 City Record, “The 90 Million Dollar Development Program for Boston”,

September 24, 1960.
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stitutional credits are available, the city could, at no additional
municipal expense, expand that renewal program to $l5O million.
On the other hand, Boston may not desire to expand its program,
in which case the credits could result in a shift of up to $2O mil-
lion from the city to the federal government. These approxima-
tions indicate the large impact that Section 112 credits may
eventually have on Boston’s urban renewal.

Under these conditions it appears likely that Section 112 credits
will be utilized in at least three specific renewal projects in Boston.
First, recent expenditures by the Tufts-New England Medical
Center may be used as Section 112 credits in connection with the
New York Streets Project. Second, some expenses of the Massa-
chusetts General Hospital may be credited in the West End
Project. Third, and perhaps most important, the expansion of the
various hospitals and schools in the Fenway-Parker Hill area will
probably involve a large amount of institutional expenditures
eligible as Section 112 credits. Moreover, it merits repetition to
point out that credits generated in or near one project can be
pooled to aid in financing other projects in the city.

The eight following projects in six states are reported as having
applied Section 112 credits to the local share of renewal costs.1

Location Net Project Local 5.112
of Project Cost Share Credit

(In Millions)
1. New Haven, Conn,; Dixwell Project $11.28 $3.76 $1.49
2. Baltimore, Md.; U. Md. Project 1 2.93 1.93 1.78
3. Baltimore, Md.; U. Md. Project 2 5.96 2.3 1.7
4. Camden, N.J.; Camden Campus Project 1 1.30 0.48 0.45
5. Cincinnati, Ohio; Avondale I—Coryville Proj. 17.88 8.82 2.58
6. Cleveland, Ohio; Erieview Project 1 15.46 5.56 0.1615.46 5.56 0.16

1.87 0.75 0.75
1.66 0.64 0.27

7. Columbia, S.C.; U.S.C. Extension Project
8. Waco, Texas; Baylor Project 1A

This tabulation demonstrates how important Section 112 credits
are in comparison with the total local share of costs in these eight
projects. In the Columbia, S. C. project, the credits make up the

Use of Section 112 Credits in Other States

1 Urban Renewal Association, “Urban Renewal Project Characteristics Dec.
31, 1961”, Washington, pp. 20-44 (compiled from table).
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entire local share. In three projects in Baltimore and Camden the
credits defray from 66% to 99% of the local cost. In Waco and
New Haven, 33% to 66% of the local costs of the two projects are
met by Section 112 credits. Only in the Cleveland and Cincinnati
projects do the credits make up less than a third of the overall
local share.

Officials of the URA indicate that these eight projects give only
a small initial indication of the eventual importance of Section 112.
They note that neither Boston, Chicago, New York, Philadelphia,
nor other large cities had submitted Section 112 credits for final
federal approval by the end of last year; although they will un-
doubtedly request a sizeable sum of credits. A partial URA nation-
wide survey indicates that the expenditures of some 62 institutions
in American cities will motivate at least $9O million of Section 112
credits.

Section 112 is a new and largely untried provision which has
prompted some fervent hopes, but which has also aroused some in-
tense fears. The text of this chapter summarizes the arguments
that are being made about several of its controversial aspects.

Relations Between City and Institutions
Section 112 of the Federal Housing Act potentially involves both

benefits and dangers to the city and to private institutions.
Tax Exemption and Other Local Considerations. Several city

benefits have already been discussed. Thus, the waiver provision
pei’mits federal aid toward urban renewal in a non-residential area
in which a private college or hospital is situated; resultant Section
112 credits can be used either to reduce the city’s share of renewal
costs or to expand renewal program costs at no additional city ex-
pense. In addition, the Boston Redevelopment Authority sug-
gests, as another gain, the possible influence given cities to help
guide the planning of college and hospital expansion.

Section 112 credits facilitate city sale of renewal project land to
the institutions at a low “write down” cost; in exchange, the city

CHAPTER IV. CONTROVERSIAL ASPECTS OF SECTION 112
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may be able to obtain institutional expansions which are consistent
with overall city plans.

On the other side, it is stated that the operation of Section 112
may pose a threat to Boston, because it stimulates a further ex-
pansion in the already large amount of tax exempt property. In
1961, 39% of Bostons’ assessed valuation and 43.3% of the city’s
total acreage was tax exempt. 1 A decade ago only 29% of the
total assessed value was tax exempt (in 1950).2 It is difficult to
determine what portion of the tax exempt property is owned by
hospitals and colleges eligible as donors of Section 112 credits. Al-
most half of the tax exempt property is owned by government
agencies. About one-fifth of total tax exempt property is held by
“charitable and benevolent” institutions.3 Since 1961, Boston has
levied a sewer service charge on private tax exempt institutions.4

Nevertheless, the tax exempt status of almost 40% of its land re-
mains a large factor in Boston’s tax rate.

Opinion varies whether Section 112 will aggravate this exemp-
tion problem. On the one hand, proponents of its use argue that
the institutions will inevitably expand without a Section 112 in-
fluence. These sponsors admit, however, that available credit and
waiver provisions will at least encourage institutional expansion;
indeed this was an original purpose of the provision. s

But if more tax exemption is spurred by Section 112, the bene-
fits which the section give to the city are said to be more than
compensatory.

Section 112 credits benefitting the city can be deemed an ap-
proximate exchange for the tax revenue lost when the institution
expands; this approach was used in the following testimony of
the Associate Dean of the Harvard Medical School before the
Committee of Congress.

“Cities like Boston, with a great proportion of tax free land held by in-
stitutions, can afford to support their expansion programs in substantial
measure because of the terms of Section 112.”6

Annual Report of the Boston Assessing Department, 1962.
’

2 Ibid, 1950.
3 Ibid, 1962,
i Acts of 1961, C. 311

5 See Committee Hearings on 1959 Housing Act, pp. 501C2; on 1960 Housing
Act, pp. 331; and on 1961 Housing Act, p. 960.

6 Committee Hearings on 1961 Housing Act, p. 960
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On this point it is alternatively argued that while Section 112
credits may lead to an increase in tax exempt property, they per-
mit more extensive urban renewal which, in turn, eases the tax
rate problem because of the increase in property assessments. 1 Or,
to the extent that the credits reduce the city’s share of renewal
costs, the burden on local taxpayers may be eased.

Beyond the above considerations, cities can reduce the tax
effects of institutional expansion if they are able to obtain pay-
ments in lieu of property taxes from the colleges or hospitals. But
municipal attempts to do so have not been too successful in the
past. To ease this situation it has been suggested that a city’s sale
of a cleared urban renewal plot of land to an institution at a low
“write down” cost might require the institution to guarantee that
the city’s revenues would not be affected. This could be done by
agreement by the institution to continue future payment of the
same amount of property taxes as were collected from the land
concerned before it was taken by the Redevelopment Authority.
Such an agreement is now in effect in connection with the new
State Office Building under a 1960 statute (C.635).

Institutional Point of View. From the institution’s viewpoint
also, Section 112 presents both benefits and dangers. On the credit
side, it encourages localities to undertake renewal projects near the
colleges or hospitals which benefit them in two ways: (a) Cleared
land can be purchased at low cost from the local renewal authority,
and (b ) surrounding neighborhoods will undoubtedly be improved.
Section 112 is especially beneficial if the hospital or college has al-
ready acquired scattered nearby pieces of property in the area. If
an urban renewal project is undertaken in the neighborhood, the
institution might “exchange” the scattered parcels for a well
located, consolidated tract of cleared land thereby making in-
stitutional expansion more economical and centralized.

When Section 112 was proposed, it was argued in the following
terms that the credits might make it easier for the institutions to
raise funds from private donors.2 For example, a college could say:

1 Committee Hearings on 1960 Housing Act, p. 342.
2 Committee Hearings on 1959 Housing Act (pp. 504, 525) and on President’s

Veto of Senate, No. 57 of 1959 (p. 392).
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“If you will give us the $2 million to buy property needed for a new
laboratory, a Section 112 credit will be available to the city if it under-
takes a renewal project nearby. Without such a project we must pay $4
million for the land we need in this probable renewal area. But as part
of a renewal project we can buy this land from the city for about $1
million after it has been acquired and cleared by the redevelopment au-
thority. Thus with your $2 million gift we can avoid markedly higher
costs for needed land.”

However, no evidence has been uncovered by the Research
Bureau that this argument has actually been utilized successfully
in institutional fund-raising drives.

As indicated above, it is recognized that Section 112 credits are
generated by institutional expenditures, but it is also insisted that
the same expansion would probably occur even if those credits did
not exist. Thus, such a credit itself costs the institution only the
expense of preparing a development plan.

Some institutional dangers exist, however. One of the problems
restraining hospital and college expansion is high land prices.
These prices often are demanded by speculators who have pur-
chased property in anticipation of future needs of the institution.1

The required public disclosure of an institution’s development plan
may aggravate this situation.

URA regulations minimize this danger somewhat. They provide
that the institution can acquire the land before the development
plan is made public. 2 Secondly, the development plan need not
announce entire plans for the institution’s future expansion. The
development plan need only show that the institution’s expenses in
the area near the renewal project are consistent with the overall
city plan. 3

Another institutional danger feared by some is that the opera-
tion of Section 112 will result in undue governmental interference
in the planning and growth of private hospitals and colleges.

There is a nice question whether the institution could threaten
to withhold Section 112 credits. The city might harm the institu-
tion’s public relations by disclosing any reluctance to certify
credits “which cost the institution absolutely nothing but which

1 Committee Hearings on 1960 Housing Act, pp. 331, 335, and on 1961 Housing
Act, p. 725.

2 Urban Renewal Manual, s. 17-4-3, June 5, 1962, p. 3.
3 Ibid, p. 6.
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will benefit the city greatly.” On the other hand, the college or
hospital may not be moved by such public attacks. Moreover, the
college or hospital could deflect such criticism by arguing that it
was not simply refusing to certify a credit. Rather, the institution
could point out that it did not have funds available to make the
expenditures for acquisition and clearance in time to produce
eligible Section 112 credits.

Cooperation Agreements. The results of the negotiations which
work out the compromise between the above city and institutional
points of view may be incorporated into a formal document. On
this score, the Boston Redevelopment Authority feels that a bind-
ing agreement may be essential to the successful operation of Sec-
tion 112, insofar as future land sales or other activities by the city
are involved, along with institutional expenditures in the future.

In an urban renewal project, the URA requires a cooperation
agreement between the city and the local redevelopment authority
guaranteeing those governmental acts which are needed to carry
out a practical and constructive urban renewal project. The URA
counsel reports that this concept of a cooperation agreement has
been carried over into the operation of Section 112. The HHFA’s
draft enabling statute envisions a cooperation agreement between
the institution and the local government. 1 The contract would
contain such items as the city’s promise to sell land to the institu-
tion, and the institution’s promise to certify Section 112 credits
and to expand in harmony with the city’s overall plan.

Specific legislation may be needed in Massachusetts to authorize
local governments to enter into such binding contracts with private
colleges and hospitals. The statutes (G.L. c. 40, s. 4) which
enumerated the specific powers of Massachusetts cities and towns
do not include their authority to contract with private institutions.
Other statutory provisions (G.L. c. 121, ss. 26P(a), 26EE, 26MM,
26QQ and 26BBB) permit municipalities to enter into cooperation
agreements with local redevelopment authorities re renewal proj-
ects but do not authorize cities and towns to make cooperation
agreements with private hospitals or colleges. To meet this situa-
tion the introduction to the HHFA model statute urges that “the

1 Draft Model Statute, Sec. 4.
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municipality and the urban renewal authority or redevelopment
authority of the municipality must also be authorized by state law
to cooperate in carrying out an approved development plan;” 1

moreover, Section 4 of the model statute authorizes localities to
enter into cooperation agreements.

Senate bill No. 45 of 1962, introduced by Senate President John
E. Powers and discussed above, also contained specific authoriza-
tion for cooperation agreements.2 As also indicated above, the
three states of Illinois, Indiana and Maine have enacted statutes
permitting cities to enter into cooperation agreements.

Possible Distortions of Renewal Programs
If Section 112 is to benefit colleges and hospitals, cities must of

course undertake urban renewal projects in the vicinity of the in-
stitutions. Only then can the institutions obtain the necessary
nearby cheap land and improved neighborhoods. Hence Section
112 credits may be viewed as an important method of attracting
renewal projects into the area of colleges and hospitals.

For that very reason some individuals fear that city desires to
capitalize on the availability of Section 112 credits will stimulate
distortions of local renewal programs. The fear is expressed in
the following statement by two attorneys in the HHFA;

... if the possibility of obtaining a large grant-in-aid credit at no
direct cost to itself should induce a local public agency to plan an urban
renewal project in the wrong place or at the wrong time, the federal
treasury will have been called upon to underwrite a distortion of a fed-
eral program.3

Project Boundaries. The URA regulations give no Section 112
credit for expenditures made further than one fourth of a mile
from an urban renewal project.4 Thus, in order to utilize Section
112 credits, a city might be under pressure to extend renewal proj-
ects into areas where rehabilitation and clearance are not needed.
This is one of the possibilities foreseen in the statement quoted
above.

1 Draft Model Statute, Preface, p. 2. See similar statement in "Suggested
State Legislation: 1961” Council of State Governments, Chicago, p. 123.

2 Senate 45, proposed s. 26GGG of c. 121.
3 Ford, A. and Fefferman, T., “Federal Urban Renewal Legislation,” 25 Law
and Cont. Problems 635 at 681-2, 1960.

Renewal Manual, s. 17-4-3, June 5, 1962, p. 3.
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Such danger of “gerrymandering” the boundaries of urban re-
newal projects, however, is reduced by several factors. Insofar as
urban colleges and hospitals are surrounded by blighted and de-
teriorating areas, it is difficult to contend that a renewal project in
the vicinity of an institution is unnecessary. The Boston Rede-
velopment Authority asserts that this is the situation in Boston,
and that many of Boston hospitals and universities are located in
substandard areas which are ripe for urban renewal.

A further factor is pointed out as minimizing the danger of ill-
conceived renewal plans. An institution is not likely to certify its
expenses as Section 112 credits unless the city’s urban renewal
project is sensible and practical.

Project Priorities. Even if an urban renewal project in the vicin-
ity of an institution cannot be called unnecessary, consideration
must be given to a second danger. The city may push renewal
projects near institutions in order to benefit from Section 112
credits, whereas top priority for urban redevelopment should be
given to the improvement of other slum areas in the city. The
Urban Renewal Administration foresees this danger but reports no
substantial evidence of such developments thus far.

There are severed factors which reduce the risk of such distor-
tion. First, deteriorating areas surrounding these institutions may
deserve top priority urban renewal regardless of Section 112; the
BRA says that this is the case in many areas of Boston. Secondly,
even if another area has substantially the same urgent need for
renewal, the area near an institution should be renewed first; the
municipality will then be financially assisted through Section 112
credits which, in turn, may make it possible to renew the other,
equally deserving area at reduced local cost. Third, the federal
statute permits a city to use Section 112 credits even if the re-
newal project is commenced several years after the eligible institu-
tional expenses are made, thus easing pressure on the city to rush
ahead with a renewal project adjacent to the institution. 1

Another observation is that prior to the passage of Section
cities often hesitated to undertake necessary renewal in the
vicinity of colleges and hospitals. This may have resulted from a

i Section 112 of 1949 Housing Acts, as amended, 42 USC 1463, 75 Stat. 169,
(1961).
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feeling (a) that the institution was capable of improving the
neighborhood itself, or (b) that additional tax exempt property
would be created. Hence, if Section 112 now influences cities to
advance the priority of projects in the vicinity of institutions, it
may be that the bias in effect against the institutions before Sec-
tion 112 was enacted is in process of correction. 1

Institutional Exercise of Eminent Domain Power
Fear has also been expressed that Section 112 gives private in-

*®stitutions the power of eminent domain.
As has been explained, one goal of the sponsors of Section 112

was that the city would use its power of eminent domain to ac-
quire land in a renewal project and then sell this land to the insti-
tutions at low “write down” prices. 2 On the other hand, Section 112
does not give the power of eminent domain directly to the colleges
and hospitals. This was made clear by Senator Sparkman in the
U. S. Senate Committee Hearings of 1960.3 If private institutions
are to have that power, it must be given by the state constitution
or by state legislation as has recently occurred in several states. 4

In Massachusetts, the Supreme Judicial Court has held that the
power of eminent domain can be delegated to private citizens or
private corporations.5 However, the power may be exercised only
for a public purpose,6 and the statute delegating the power must
be clear and express.7

The bill submitted by Governor Volpe in 1962 (Senate, No. 638)
provided that the local redevelopment authority could not use emi-
nent domain to acquire land outside renewal projects for hospital
or college uses.8 Neither would his proposal give the power of

iSee testimony by Julian Levi at Committee Hearings on 1959 Housing Act,
p. 527.

2 Committee Hearings on 1959 Housing Act, p.527; on 1960 Housing Act, pp.
331, 335; and 1961 Housing Act, p. 725.

3 Committee Hearings on 1960 Housing Act, p. 335-6.
4 See: Indiana, Acts of 1961, c. 42, s. 4 and comments by Julian Levi re

\ Illinois situation in Committee Hearings on 1959 Housing Act, p. 527.
s See: e.g. Hingham & Quincy Bridge <& Turnpike Corp. v. County of Norfolk,
et al, 88 Mass. 353 (1863).

»See: e.g. Sellors v. Town of Concord, 329 Mass. 259, 107 NE2d 794 (1952).
7 See e.g. Thacher v. Dartmouth Bridge Co., 35 Mass. 501 (1836); Boston &

L.R. Corp. v. Salem & L.R. Co., 68 Mass. 1 (1854).
8 Senate, No. 638 of 1962, p. 27.
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eminent domain to the institutions themselves. The HHFA model
statute,1 and Senate, No. 45,2 which was filed by Senator Powers in
1962 General Court, would permit cities and towns to contract with
private institutions “for the exercise of any of the powers of such
city or town ...” Despite the breadth of this language, the drafts-
man of the model statute and the Boston Redevelopment Authority
both believe that more explicit legislation would probably be
needed to enable a city to contract for the use of its eminent do-
main powers outside renewal areas on behalf of a private institu-
tion.

The URA opposed the enactment of Section 112 relative to pri-
vate colleges.3 It also opposed extension of this section to include
hospitals. 4 Furthermore, the URA has misgivings about Section
112 today.

The doubts of this federal agency take several forms. First, the
URA resisted Section 112 because it makes possible shifting con-
siderable local costs to the federal government. Secondly, Section
112 was seen as opening the door to further reductions of the city’s
share of urban renewal costs. Third, the URA fears that Section
112 might, in fact, promote activities out of line with the funda-
mental concept of urban renewal. The chief counsel for the URA
states that the basic goal of the Chicago group which originally
proposed Section 112 was that the city and the institutions would
become partners in the revitalization of the city’s slum areas. He
notes, however, that institutions now tend to view Section 112
primarily as a device for acquiring cheap land for expansion and
he fears that the urban renewal motivation may be lost in the
process.

The URA is in a paradoxical position. While it sees these
dangers inherent in the broad language of Section 112, it must also
administer the federal law as enacted. The URA has attempted,
by making regulations, to maintain the close relationship of Sec-

Misgivings of Urban Renewal Administration

i Draft Model Statute, Sec. 4.
2 Senate 45 of 1962, proposed s. 26GGG of c. 121 of the General Laws,
3 Committee Hearings on President’s Veto of s. 57, 1959, p. 101.
4 Committee Hearings on 1960 Housing Act, p. 125.
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tion 112 to the overall urban renewal program. However, the
powers of the URA are limited. For example, it cannot refuse to
approve a local project on the grounds that the city should give a
higher priority to a project in another area. Thus, the URA, for
many purposes, must rely on the local government to use Section
112 in a sensible manner.

As this report has noted, additional enabling legislation may not
be needed to authorize Massachusetts cities and towns to utilize
Section 112. Nevertheless, there is substantial doubt about the
sufficiency of Massachusetts statutes regarding several aspects of
Section 112. A statute may be needed to authorize municipalities
to achieve the following ends:

(1) Accept Section 112 credits.
(2) Approve, after public hearing, development plans covering

institutional expenditures outside urban renewal project
areas.

(3) Enter into cooperation agreements with colleges and
hospitals.

New state legislation could also make clearer whether Section
112 credits are conducted before state financial assistance is com-
puted. Further, legislation is needed if it is desired to extend to
the institutions the power of eminent domain.

The 1962 General Court rejected several legislative proposals
dealing with these points which have been discussed in this report.
The HHFA has prepared a model state enabling statute (reprinted
as Appendix A). This statute adopts much of the language con-
tained in the present federal regulations on Section 112. Several
observers, including two attorneys who assisted in preparing the
’Governor’s unsuccessful proposal, Senate, No. 638, believe that this
feature of the model statute has disadvantages because each time
there is a change in federal regulations the state statute would
have to be amended to maintain the applicability of Section 112 in
Massachusetts.

CHAPTER V. SUMMARY OF LEGISLATIVE SITUATION
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DRAFT MODEL STATE LEGISLATIVE PROPOSAL TO MAKE
CERTAIN LOCAL HOSPITAL AND EDUCATIONAL

EXPENDITURES ELIGIBLE FOR FEDERAL
URBAN RENEWAL GRANTS ¥

(This statute was issued by the Federal Housing and Home
Administration in 1961)

An Act to assist municipalities in obtaining credit as local grants-in-aid to
urban renewal projects for certain expenditures by hospitals, educational in-
stitutions and others for educational and hospital purposes.

of the State of.Be it enacted by the.

Section 1. Purpose. The purpose of this Act is to assist any municipality
and its urban renewal authorityi to obtain credit from the federal government
for local grants-in-aid to urban renewal which is federally-assisted under the
federal urban renewal law (Title I of the Housing Act of 1949, as amended)
for certain expenditures in connection with land, buildings, or structures (and
the relocation of occupants) within, adjacent to, or in the immediate vicinity
of an urban renewal project area which are redeveloped or rehabilitated for
educational or hospital use in accordance with a redevelopment plan or a de-
velopment plan acceptable to the Housing and Home Finance Administrator
after considering the standards in Title I of the Housing Act of 1949.

Section 2. Preparation and approval of development plans. The governing
body of any municipality is authorized to approve after a public hearing a
development plan proposed by an educational institution of higher learning,
hospital, private redevelopment corporation, municipal or other public cor-
poration, or authority established by the State for the redevelopment and re-
newal of an area (hereinafter referred to as a “project area”) within, ad-
jacent to, or in the immediate vicinity of the area of an urban renewal proj-
ect assisted by the federal government under Title I of the Housing Act of
1949, as amended, which is being undertaken by the municipality or its urban
renewal authority. An educational institution of higher learning, a hospital,
private redevelopment corporation, municipal or other public corporation, or
an authority established by the State is authorized to prepare a development
plan. Any municipality may authorize any educational institution of higher

Qlljr (Cmummtuu'ctltl} of fHasiiadnuu'ttii

Appendix A

t The term “urban renewal authority” should be changed to (a) “urban re-
newal agency”, (b) “redevelopment authority” of (c) to the term used in the
basic enabling law of the given state for slum clearance and redevelopment
and urban renewal. Or (d) a definition of “urban renewal authority” should
be included in Section 6 of this draft statute.
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learning or hospital established and maintained by the city to prepare a de-
velopment plan.

Section 3. Public hearing. Prior to approval of a development plan by a
governing body pursuant to section 2 of this Act, the governing body of a
municipality or its urban renewal authority shall hold a public hearing on the
development plan. The public hearing shall be held not less than seven nor

more than fourteen days after notice of the time, place and purpose of the
hearing shall have been published in a newspaper having general circulation
in the municipality.

Section 4, Cooperation in carrying out approved development plan. If the
governing body of a municipality approves a development plan for a project

'‘‘ftarea, the municipality and its urban renewal authority may cooperate with the
educational institution of higher learning, hospital, private redevelopment cor-
poration, municipal or public corporation, or authority in carrying out the
approved development plan, and for this purpose may contract with the hos-
pital, educational institution, corporation or authority for the exercise of any
of the powers of the municipality and its urban renewal authority. Any mu-
nicipality or its urban renewal authority, educational institution of higher
learning arid when so authorized by the municipality, any educational institu-
tion of higher learning or hospital established and maintained by any city, or
any hospital may do all things and may take such actions as may be necessary
or desirable to assure that the municipality obtains credit as a local grant-in-
aid for the aggregate amount of expenditures made by any educational insti-
tution, hospital, corporation or authority which would be eligible under Title I
of the Housing Act of 1949, as amended.

Section 5. Use of public funds. Public funds may be used by a municipality,
a public corporation or authority to carry out its purposes under this Act, and
appropriations for the purposes of this Act are authorized.

Section 6. Definitions. The following terms wherever used or referred to
in this Act shall have the following meanings unless a different meaning is
clearly indicated by the context:

(a) “Educational institution of higher learning” means any public or pri-
vate educational institution, no part of the net earnings of which inures to
the benefit of any private shareholder or individual, which (1) provides an
educational program for which it awards a baccalaureate degree, or provides
for not less than a two year program which is acceptable for full credit to-
wards such a degree, or is a graduate or professional school, and (2) is ac-
credited by a nationally recognized accrediting agency or association or, if not
so accredited, is an institution whose credits are accepted, on transfer, by not
less than three accredited educational institutions for credit on the same
basis as if transferred from an institution so accredited.

* (b) “Hospital” means any public or private hospital licensed by the State,
no part of the net earnings of which inures to the benefit of any private
shareholder or individual.

(c) “Private redevelopment corporation” means (1) any corporation which
is wholly owned or controlled by one or more educational institutions of
higher learning or hospitals, or which has been constituted as an instrumen-
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tality of the institutions or hospitals; or (2) a corporation which operates on
a non-profit basis in behalf of a hospital or an educational institution.

(d) “Municipality” means any city, county, town, village or other political
subdivision of the State which pursuant to [here insert the short title and
citation of the basic redevelopment and urban renewal enabling legislation of
the State, such as "The Community Redevelopment Law, Deerings, Calif.
Codes, Annotated, Health and Safety Code, Annotated, sections 33000-33985”]

is authorized directly or through its redevelopment authority to undertake and
carry out redevelopment or renewal projects.

(e) “Project area” a slum area or a blighted, deteriorated or deteriorating
area.

(f) “Development plan” means a plan for the redevelopment or renewal
of a project area, including acquisition of land, buildings and structures to be
redeveloped or rehabilitated for educational or hospital use and demolition of
unusable buildings and structures, and which plan (1) shall conform to the
general plan of the locality as a whole, and (2) shall conform to the require-
ments of [here insert the short title and citation of the basic redevelopment
and urban renewal enabling legislation of the State, such as “The Community
Redevelopment Law, Deerings, Calif. Codes, Annotated, Health and Safety
Code, Annotated, sections 33000-33985”] with respect to the content of rede-
velopment or renewal plans.

(g) i“Urban renewal authority” means the local public body or agency au-
thorized by [here insert the short title and citation of the basic redevelop-
ment and urban renewal enabling legislation of the State, such as “The Com-
munity Redevelopment Law, Deerings, Calif. Codes, Annotated, Health and
Safety Code, Annotated, sections 33000-33985”] to undertake and carry out
redevelopment or urban renewal projects.

(h) “Redevelopment plan” means a redevelopment plan or an urban re-
newal plan prepared and approved in accordance with the provisions of [here
insert the short title and citation of the basic redevelopment and urban re-
newal enabling legislation of the State, such as “The Community Redevelop-
ment Law, Deerings, Calif. Codes, Annotated, Health and Safety Code, An-
notated, ss. 33000-33985”].

(i) “Educational uses” means those uses related to the functions of teach-
ing or research, or the housing, feeding and care of students and faculty, or
otherwise intended for the primary benefit of students and faculty.

(j) “Hospital uses” means those uses related to the functions of a hospital
in providing care and treatment of the ill or injured, including the housing,
feeding, and care of resident interns, physicians, and nurses.

i This subsection may be deleted if the designation of the urban renewal
agency in the basic State enabling law is used throughout the bill.






