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SENATE No. 1195
By Mr. Olver, petition (accompanied by bill, Senate, No. 1195) of

John W. Olver, David P. Magnani, Daniel E. Bosley and Stanley C.
Rosenberg for legislation to authorize tax increment financing of
housing, economic development and urban revitalization projects.
Taxation.

In the Year One Thousand Nine Hundred and Ninety-One

An Act relative to tax increment financing for housing and
ECONOMIC DEVELOPMENT AND REVITALIZATION.

Be it enacted by the Senate and House ofRepresentatives in General
Court assembled, and by the authority of the same, asfollows:

1 The General Laws are hereby amended by inserting after
2 chapter 40M, the following chapter: -

3 CHAPTER 40N.
TAX INCREMENT FINANCING OF HOUSING,

ECONOMIC DEVELOPMENT AND
REVITALIZATION PROJECTS.

4
5
6

7 Section 1. It is hereby declared that for the benefit of the people
8 of the Commonwealth, the increase of their commerce, welfare and
9 prosperity and the improvement of their living conditions it is
10 essential to provide new employment opportunities to prevent,
11 arrest and alleviate blight and decay in cities and towns, to increase
12 the supply of housing available at low rentals, to improve the tax
13 base and to improve the general economy of the Commonwealth;
14 and that it is the purpose of this chapter to provide an additional
15 and alternative means to cities and towns to finance public
16 facilities and residential, commercial and industrial development
17 and revitalization, all to the public benefit and good, in the manner
18 provided herein.
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19 Section 2. In this chapter, unless a different meaning clearly
20 appears from the context, the following words shall have the
21 following meanings:
22 “Base date”, the last assessment date, of the tax, immediately
23 preceding the adoption of the project plan.
24 “Project”, a project to be undertaken in accordance with a
25 project plan; (1) for acquisition of the land and improvements
26 thereon, if any, within the project area and for assembly and
27 clearance of the land so acquired; or (2) for development,
28 redevelopment, revitalization or conservation of the project area
29 through rehabilitation of buildings or other improvements or
30 through acquisition by gift, purchase or eminent domain of land
31 and improvements thereon, if any, and demolition, removal or
32 rehabilitation of any such improvements whenever necessary to
33 provide land for needed public facilities, public housing or
34 housing to be financed by the Massachusetts Housing Finance
35 Agency, or industrial or commercial development or revitali-
-36 zation, or to eliminate unhealthful, unsanitary or unsafe
37 conditions or lessen density, mitigate or eliminate traffic
38 congestion, reduce traffic hazards, eliminate obsolete or other uses
39 detrimental to the public welfare or otherwise remove or prevent
40 the spread of blight or deterioration; or (3) a project involving
41 a combination of the foregoing types of projects. A project may
42 include the provisions of financial and other assistance in the
43 relocation of persons and organizations displaced by the project,
44 the planning and construction, reconstruction or rehabilitation of
45 public facilities and financing pursuant to clause (m) of section
46 four of this chapter.
47 “Project area”, the area in which the project is to be carried
48 out. The project area may consist of one or more parcels or lots
49 of land, whether or not contiguous, or one or more buildings or
50 structures, whether or not adjacent, on one or more parcels of
51 land. The project area may, but need not, be within the tax
52 increment area.
53 “Project plan”, a plan, adopted by a city or town in the manner
54 provided in section three, for a project. The project plan shall set
55 forth an estimate of project costs and the amounts and sources
56 of funds to be used to defray such costs and shall include provi-
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57 sions for tax increment financing of project costs in whole or in
58 part. The tax increment financing provisions of the plan shall set
59 forth: (1) the estimated amount of indebtedness to be incurred
60 pursuant to this chapter; (2) an estimate of the tax increment to
61 be generated as a result of the project; (3) a projection of the tax
62 revenues to be derived from the tax increment area in the absence
63 of the project plan; (4) the method of calculating the tax
64 increment, together with any provisions for adjustment of the
65 method of calculation; and (5) the board or officer of the city
66 or town designated responsible for calculating the tax increment.
67 Funds may be provided to carry out the plan from any lawful
68 source, including the issuance of bonds under this chapter, but
69 may not be provided by the issuance of general obligation bonds
70 for any purpose for which general obligation bonds could not be
71 issued in the absence of this chapter. The plan may include such
72 other provisions as may be deemed necessary in order to carry
73 out the tax increment financing of the project. The project plan
74 shall: (1) be consistent with such comprehensive plan for the city
75 or town as is then applicable; (2) be sufficiently complete to
76 indicate the location and boundaries of the project area and of
77 the tax increment area and such land acquisition, such structural
78 acquisition, demolition, removal and rehabilitation and such
79 development, redevelopment and general public improvements as
80 are proposed to be carried out within the project area; and
81 (3) indicate the proposed method for relocation of such persons
82 or organizations as may be displaced as a result of carrying out
83 the project.
84 “Project revenues”, any receipts of a city or town with respect
85 to a project, including, without limiting the generality of the
86 foregoing, tax increments, repayments of loans made under clause
87 (m) of section four, investment earnings, proceeds of insurance
88 or disposition of property and proceeds of borrowing under this
89 chapter.
90 “Tax increment”, the tax levied on the real and personal
91 property situated in or otherwise assignable for the purposes of
92 property taxation to a tax increment area to the extent that such
93 tax is attributable to an excess of the aggregate taxable valuation
94 of such property over its aggregate taxable valuation as of the base
95 date.
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96 The portion of the tax levy attributable to the increased
valuation after the base date shall be calculated using the same
classification factors as were used as of the base date, or without
classification factors if property was not classified for tax purposes
as of the base date. If the base date is earlier than the date as of
which the commissioner of revenue makes the certification
required by subsection (c) of section two A of chapter fifty-nine,
the project plan may provide for such further adjustment in
calculating the tax increment as may be deemed appropriate to
reflect changes of practice after the base date with respect to the
valuation of property in order to achieve assessment at full and
fair cash valuation. In calculating the tax increment, there shall
be excluded from the tax the portion levied for the purpose of
paying the principal of and interest on bonds, notes and other
evidences of indebtedness which are general obligations of the city
or town. The portion of the tax increment used to pay principal
of or interest on indebtedness incurred pursuant to this chapter
shall be included in the amounts to be deducted from the total
levy for the purposes of chapter one hundred fifty-one of the acts
of nineteen hundred and seventy-nine.
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“Tax increment area”, a tax increment area designated in a
project plan adopted pursuant to section two. The tax increment
area may consist of one or more parcels or lots of land, whether
or not contiguous, or one or more buildings or structures, whether
or not adjacent, on one or more parcels of land; provided,
however, that upon adoption of the project plan the aggregate
taxable valuation of the property within all tax increment areas
within the city or town does not exceed twenty-five percent of the
taxable valuation of all property subject to taxation in the city
or town.
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Section 3. A city or town may, by a two-thirds vote as defined
in section one of chapter forty-four, adopt a project plan if it finds
that:
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(a) with respect to any portion of the project providing public
facilities or land therefor, that the facilities are needed and that
the financing of such portion of the project in accordance with
the plan is in the public interest;
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(b) with respect to any portion of the project providing land
for public housing or for housing to be financed by the Massa-

133
134
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*

chusetts Housing Finance Agency, that there is not within the city
or town an adequate supply of low-rent housing for persons or
families of low income generally, or for veterans, or for elderly
or handicapped persons, as the case may be, available for rents
they can afford to pay, that the rents which such persons or
families can afford to pay would not warrant private enterprise
in providing housing for them and that the financing of such
portion of the project in accordance with the plan is in the public
interest;
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(c) with respect to any portion of the project providing
financing under clause (m) of section four, that unemployment
or the threat thereof exists in the city or town or that security
against future unemployment is required, that the project is
needed, that it will provide employment, or security against loss
of employment, having a reasonable relationship to the probable
cost of acquiring, establishing, improving or rehabilitating the
facilities in which the employment is to be provided or maintained,
and that the financing of such portion of the project in accordance
with the plan is in the public interest;
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(d) with respect to any portion of the project providing for
industrial or commercial development or revitalization, (i) that
the requirements of clause (c) are satisfied or (ii) that the
requirements of clause (e) are satisfied; and
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158 (e) with respect to any other portion of the project, (i) that it

is located in a decadent or substandard area or blighted open area
as those terms are defined in chapter one hundred twenty-one B,
or that the project is needed to arrest blight, or decay in the city
or town and to prevent the area from becoming a decadent or
substandard area or blighted open area, (ii) that the project area
would not by private enterprise alone and without either govern-
mental subsidy or the exercise of governmental powers be
developed or revitalized in a manner so as to prevent, arrest or
alleviate the spread of blight or decay, (iii) that the plan will
afford maximum opportunity to privately financed development
or revitalization consistent with the sound needs of the city or
town as a whole, and (iv) that the financing of such portion of
the project in accordance with the plan is in the public interest.
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172 No plan shall be adopted pursuant to this section until a mayor

in a city or the board of selectmen in a town or a manager in a173
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174 town council form of government, shall have designated a board
or officer of the city or town to be responsible for administering
said plan.

175
176

No plan shall be adopted pursuant to this section until a public
hearing on the proposed plan has been held before the city council
or board of selectmen not less than ten days after publication of
notice thereof in a newspaper of general circulation in the city or
town. No less than twenty days prior to the public hearing, the
board or officer of the city or town designated in the proposed
plan asresponsible for administering the project plan shall provide
the proposed plan to the secretaries of the executive office of
communities and development and the executive office of
economic development and manpower affairs and notify them of
the hearing so that they or their designee can review the proposed
plan, attend the hearing and offer their comments and recommen-
dations to the public. No project shall be undertaken pursuant
to this chapter until a project plan has been adopted as provided
in this section.
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192 Section 4. Cities and towns are hereby authorized to undertake

projects pursuant to duly adopted project plans. In addition to
powers granted by any other law, for the purposes of carrying out
a project as authorized by this chapter, a city or town shall have
the following powers:
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(a) to incur indebtedness as hereinafter provided and to pledge
tax increments and other project revenues for repayment thereof;
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(b) to designate a board or officer of the city or town to be
responsible for administering the project plan;
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(c) to make and enter into all contracts and agreements
necessary in order to carry out the project;

201
202

(d) to receive from the federal government or the common-
wealth loans or grants for or in aid of a project and to receive
contributions from any other source to defray project costs;
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(e) to purchase or acquire by eminent domain pursuant to the
provisions of chapter seventy-nine or chapter eighty A, insofar
as such provisions may be applicable, and pursuant to all
preliminary requirements prescribed by law such property or
interests therein within a project area as the city or town may deem
necessary in order to carry out the project; provided, however,

206
207
208
209
210
211



SENATE - No. 11951991] 7

212 that any taking of property by eminent domain for any purpose
213 for which the taking by the city or town could not be made in
214 the absence of this chapter shall be authorized by a two-thirds
215 vote as defined in section one of chapter forty-four;
216 (f) to make relocation payments to such persons, businesses or
217 organizations as may be displaced as a result of carrying out the
218 project;
219 (g) to clear and improve property acquired by it pursuant to
220 the project plan and construct public facilities thereon or contract
221 the construction development, redevelopment, rehabilitation,
222 remodeling, alteration or repair of such property;
223 (h) to cause parks, playgrounds or schools, or water, sewer or
224 drainage facilities or any other public improvements which it is
225 otherwise authorized to undertake, to be laid out, constructed or
226 furnished in connection with the project;
227 (i) to lay out and construct, alter, relocate, change the grade
228 of, make specific repairs upon or discontinue public ways and
229 construct sidewalks in or adjacent to the project area;
230 (j) to cause private ways, sidewalks, ways for vehicular travel,
231 playgrounds, or water, sewer or drainage facilities and similar
232 improvements to be constructed within the project area for the
233 particular use of the project area or those dwelling or working
234 therein;
235 (k) to adopt ordinances or by-laws under section five of chapter
236 forty Aorrepeal or modify such ordinances or by-laws or establish
237 exceptions to existing ordinances and by-laws regulating the
238 design, construction and use of buildings;
239 (1) to sell, mortgage, lease as lessor, transfer or dispose of any
240 property or interest therein acquired by it pursuant to the project
241 plan for development, redevelopment or rehabilitation in
242 accordance with the plan;
243 (m) to loan the proceeds ofany issue of bonds or notes pursuant
244 to this chapter to a private enterprise in order to finance the cost
245 of acquiring land for, and construction or rehabilitating and
246 equipping industrial development facilities, as defined in section
247 one of chapter forty D, within the project area in accordance with
248 the plan, or to loan bond or note proceeds in order to refinance
249 any such loan; provided that a certificate of convenience and
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necessity is obtained under the provisions of subsections (2) and
(3) of section twelve of said chapter forty D, excluding clause (h)
of said subsection (2) and, in the case of a refinancing excluding
clauses (e), (f), (g), (i) and (k) of said subsection (2) and deeming
references to the authority as referring to the city or town and
references to the project as referring to the undertaking for which
the loan is made and references to the bonds as referring to the
bonds issued for the purpose of making the loan;
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(n) to invest project revenues as hereinafter provided;258
(o) to do all things reasonably necessary or convenient to carry

out the powers granted in this chapter.
259
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Section 5. (a) A city or town may, by a two-thirds vote as
defined in section one of chapter forty-four, borrow money by
the issue of special obligation bonds for the purpose of carrying
out a project pursuant to a duly adopted project plan. Without
limiting the generality of the foregoing, such bonds may be issued
for the project costs which may include interest prior to and during
the carrying out of a project and for a reasonable time thereafter,
such reserves as may be required by any agreement securing the
bonds and all other expenses incidental to planning, carrying out
and financing the project. Bonds issued hereunder shall be payable
solely from project revenues and shall not be deemed to be a pledge
of faith and credit of the city or town. Every bond issued hereunder
shall recite on its face that it is a special obligation bond payable
solely from the project revenues pledged for its repayment.
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(b) The bonds of each issue shall be dated and may be made
redeemable before maturity with or without premium. Subject to
the authorizing vote, the officers authorized to sell the bonds shall
determine the date or dates of the bonds, provided that the bonds
shall mature within thirty years from their respective dates, their
denomination or denominations, the place or places of payment
of the principal and interest, which may be at any bank or trust
company within or without the commonwealth, their interest rate
or rates, maturity or maturities, redemption privileges, if any, and
the form and other details of the bonds including any interest
coupons to be attached thereto. The bonds shall be signed by the
mayor or city manager, as the case may be, of a city or by a
majority of the selectmen of a town or in a town council form
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288 of government by the manager either manually or by facsimile
289 thereof. Any coupons attached thereto shall bear the facsimile
290 signature of the city or town treasurer.
291 (c) In case any officer whose signature or a facsimile of whose
292 signature shall appear on any bonds, coupons or notes issued
293 under this chapter shall cease to be such officer before the delivery
294 thereof, such signature or such facsimile shall nevertheless be valid
295 and sufficient for all purposes the same as if he had remained in
296 office until such delivery.
297 (d) The bonds may be issued in coupon or in registered form,
298 or both, and provision may be made for the registration of any
299 coupon bonds as to principal alone and also as to principal and
300 interest, for the reconversion into coupon bonds or bonds
301 registered as to both principal and interest and for the interchange
302 of registered and coupon bonds. Subject to the authorizing vote,
303 the officers authorized to sell the bonds may sell the bonds in such
304 manner, either at public or private sale, and for such price, as they
305 may determine will best effect the purposes of this chapter.
306 (e) Prior to the preparation of definitive bonds, the city or town
307 may issue interim receipts or temporary bonds, with or without
308 coupons, exchangeable for definitive bonds when such bonds have
309 been executed and are available for delivery. Provision may be
310 made for the replacement of any bonds which shall have become
311 mutilated or shall have been destroyed or lost.
312 Section 6. (a) In the discretion of the officers authorized to sell
313 the bonds, but subject to the provisions of the vote authorizing
314 the bonds, bonds issued hereunder may be secured by one or more
315 trust agreements between the city or town and a corporate trustee
316 or trustees, which may be any trust company or bank having the
317 powers of a trust company within or without the commonwealth.
318 A trust agreement hereunder shall be in such form and executed
319 in such manner as may be determined by such officers. A trust
320 agreement may pledge or assign project revenues, in whole or in
321 part. It may contain such provisions for protecting and enforcing
322 the rights, security and remedies of the bondholders as may be
323 reasonable and proper and not in violation of law, including
324 without limiting the generality of the foregoing, provisions
325 defining defaults and providing for remedies in the event thereof,
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326 which may include the acceleration of maturities, and covenants
setting forth duties of, and limitations on, the city or town in
relation to carrying out and otherwise administering the project
or projects, the custody, safeguarding, investment and application
of project revenues, the issue of additional bonds hereunder, the
determination of tax increments, the fixing of fees and charges,
if any, in relation to the project or projects, the collection of
project revenues, the use of any surplus bond proceeds, the
establishment of reserves, and the replacement of bonds or
coupons which shall become mutilated or be destroyed or lost.
Subject to the provisions of this chapter, moneys subject to the
trust agreement shall be held, invested and applied as provided
therein, provided that moneys not deposited in trust with a
corporate trustee shall be in the custody of the city or town
treasurer.
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(b) It shall be lawful for any bank or trust company to act as
a depository or trustee of the proceeds of bonds or of other moneys
under any such trust agreement and to furnish such indemnifying
bonds or to pledge such securities as may be required by the trust
agreement. Any such trust agreement or resolution may set for
the rights and remedies of the bondholders and of the trustee, and
may restrict the individual right of action by bondholders. All
expenses incurred in carrying out the provisions of such trust
agreement or resolution may be treated as current operating
expenses.
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Section 7. (a) Notwithstanding the provisions of chapter one
hundred and six or any other general or special law to the
contrary: (i) any pledge hereunder shall be valid and binding and
shall be deemed continuously perfected from the time it is made;
(ii) no filing need be made under the said chapter one hundred
and six or otherwise; (iii) unless otherwise provided in the
financing instruments, a pledge of project revenues shall be
deemed to include a pledge of any accounts or general intangibles
from which such revenues are derived, whether existing at the time
of the pledge or thereafter acquired by the city or town and the
proceeds of such accounts or general intangibles; and (iv) the
pledged project revenues accounts and general intangibles shall
be subject to the lien of the pledge without delivery or segregation
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364 and the lien of the pledge shall be valid and binding against all
365 parties having claims of contract or tort or otherwise against the
366 city or town.
367 (b) A pledge of project revenues under this chapter shall
368 constitute a sufficient appropriation thereof for the purposes of
369 any provision for appropriation and suchrevenues may be applied
370 as required by the pledge without further appropriation.
371 Notwithstanding the provisions of this section, administrative
372 expenses shall be subject to appropriation.
373 Section 8. In anticipation of the issue of bonds under this
374 chapter, and subject to any provisions of the vote authorizing the
375 bonds, the officers authorized to sell the bonds may without
376 further authorization issue temporary notes. The notes may be
377 secured as in the case of bonds and, except otherwise provided
378 in this section, the provisions of sections five, six, seven and nine
379 referring to bonds shall also be deemed to refer to the notes. The
380 notes need not bear the seal of the city or town or a facsimile
381 thereof. The notes shall be payable within three years from their
382 respective dates, but the principal of and interest on notes issued
383 for a shorter period may be refunded from time to time by the
384 issue of other notes maturing within three years from the original
385 date of issue of the indebtedness being refunded.
386 Section 9. A city or town may, when authorized by a two-thirds
387 vote as defined in section one of chapter forty-four, issue
388 refunding bonds for the purpose of paying any of its bonds issued
389 hereunder at maturity or upon acceleration of redemption. The
390 refunding bonds may be issued at such time prior to the maturity
391 or redemption of the refunded bonds as the city or town deems
392 to be in the public interest. The refunding bonds may be issued
393 in sufficient amounts to pay or provide the principal of the bonds
394 being refunded, together with any redemption premium thereon,
395 any interest accrued or to accrue to the date of payment of such
396 bonds, the expenses of issue of the refunding bonds, the expenses
397 of redeeming the bonds being refunded, and such reserves for debt
398 service or other purposes from the proceeds of such refunding
399 bonds as may be required by any agreement securing bonds. The
400 issue ofrefunding bonds, the maturities and other details thereof,
401 the security therefor, the rights of holders thereof, and the rights,
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duties and obligation of the city or town with respect thereto shall
be governed by the provisions of this chapter relating to the issue
of bonds other than refunding bonds insofar as the same may be
applicable.

402
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406 Section 10. The bonds and notes issued under this chapter shall

be payable solely from project revenues. Such bonds and notes
shall not at any time be included in the debt of the city or town
for the purpose of ascertaining its legal borrowing capacity.
Except as otherwise provided herein, such bonds and notes shall
not be subject to the provisions of chapter forty-four.
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412 Section 11. Subject to any agreement securing bonds or notes

issued under this chapter, the proceeds of such bonds or notes,
pledged tax increments and other project revenues may be
deposited or invested in demand deposits, time deposits or savings
deposits in banks which are members of the Federal Deposit
Insurance Corporation or in obligations issued or guaranteed by
the United States of America or by any agency or instrumentality
thereof or as may be provided by any other applicable law.
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420 Section 12. All project revenues received pursuant to the provi-

sions of this chapter shall be deemed to be trust funds to be held
and applied solely as provided in this chapter.
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423 Section 13. Any holder of bonds or notes issued under this

chapter, or of any of the coupons appertaining thereto, and the
trustee under any trust agreement securing the same, except to
the extent the rights herein given may be restricted by any
agreement securing the same, may bring suit upon the bonds,
notes or coupons and may, either at law or in equity, by suit,
action, mandamus or other proceedings, protect and enforce any
and all rights under the laws of the commonwealth or granted
under this chapter or under any such agreement, and may enforce
or compel the performance of all duties required by this chapter
or by such agreement to be performed by the city or town or by
any officer thereof.
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Section 14. Bonds and notes issued under the provisions of this
chapter are hereby made securities in which all public officers and
public bodies of the commonwealth and its political subdivisions,
all insurance companies, trust companies in their commercial
departments, savings banks, co-operative banks, banking
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associations, investment companies, executors, administrators,
trustees and other fiduciaries may properly and -legally invest
funds, including capital in their control or belonging to them.
Such bonds are hereby made securities which may properly and
legally be deposited with and received by any state or municipal
officer or any agency or political subdivision of the common-
wealth for any purpose for which the deposit on bonds or obli-
gations of the commonwealth is now or may hereafter be
authorized by law.

440
441
442
443
444
445
446
447
448

Section 15. Notwithstanding any of the provisions of this
chapter or any recitals in any bond or notes issued under this
chapter, all such bonds and notes shall be deemed to be investment
securities under chapter one hundred and six.
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Section 16. The bonds and notes issued under this chapter, their
transfer and the income therefrom, including any profit made on
the sale thereof, shall be at all times free from taxation within the
commonwealth.
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Section 17. Bonds and notes may be issued under this chapter
without the consent of any department, division, commission or
agency of the commonwealth and without any other proceedings
or the happening of any other conditions or things than those
proceedings, conditions or things which are specifically required
by this chapter, and the validity of and security for any bonds
issued hereunder shall not be affected by the existence or
nonexistence of such consent or other proceedings, conditions or
things.
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Section 18. No later than September first of each year a project
plan pursuant to this chapter is in effect in a city or town, the
board or officer responsible for administering the project plan
shall make a report to the city council, board of selectmen or town
council, executive office of communities and development and the
executive office of economic development and manpower affairs.
The annual report shall set forth for the preceding fiscal year the
activities financed by tax increment financing, the taxable
valuation of the city or town and for each tax increment area
within the city or town, the taxable valuation of the property
within the tax increment area, the amount of the tax increment
and the amount used or set aside for the purposes of the plan.
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478
479
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The report shall include other relevant information requested by
the secretaries. On the basis of the information contained in the
report required by this paragraph, said secretaries shall make an
annual report to the general court and to the commissioner of
revenue on the operation of tax increment financing in the
commonwealth.






