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HOUSE OF REPRESENTATIVES, December 11, 1975.

The committee on Ways and Means, to whom was referred the Bill
establishing the massachusetts community development finance
corporation (Senate, No. 1819, amended), report that the same ought
to pass, with an amendment, substituting therefor the accompanying
bill (House, No. 6906).

For the committee,

JOHN J. FINNEGAN

No. 6906HOUSE
tEfje Commontnealrt) of ola&gaci)iislette
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In the Year One Thousand Nine Hundred and Seventy-Five.

An Act establishing the Massachusetts community development
FINANCE CORPORATION.

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

1 SECTION 1. It is hereby found and declared that there exists
2 in parts of the Commonwealth substandard, decadent, or
3 blighted areas; that each such area is inimical to the safety, health,
4 morals and welfare of the residents of the area and of the
5 commonwealth, decreases the value of private investments and
o threatens the sources of public revenue; that, because of the
7 economic and social interdependent of communities, the
8 economic and industrial development of cities and towns of the
9 commonwealth is substantially impaired; that there exists in the

10 commonwealth a condition of substantial and persistent
11 unemployment and underemployment seriously aggravated by an
12 unacceptably low level of economic activity in such areas; that the
13 development or redevelopment of such areas requires the
14 stimulation of private investment therein; that community
15 development corporations in the commonwealth have themselves
16 invested substantial funds in development projects in such areas
17 and experience difficulty in undertaking additional such projects
18 by reason of the inadequacy of investment funds; that the further
19 activity of such community development corporations is
20 necessary to the development or redevelopment of such areas;
21 that the provision of capital to small businesses in such areas is
22 necessary to their redevelopment; that the menace of such areas is
23 beyond remedy and control solely by regulatory process in the
24 exercise of the police power and cannot be dealt with effectively
25 by the ordinary operations of private enterprise without the aids
26 provided herein; that increasing the number of development

projects in decadent, substandard and blighted areas, providing
munity development corporations and small
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30 in such businesses and areas are public uses and purposes for
31 which public money may be expended and/or invested.

1 SECTION 2. The General Laws are hereby amended by
2 inserting alter chapter 40E the following chapter:

3

4 MASSACHUSETTS COMMUNITY DEVELOPMENT FINANCE
5 CORPORATION.CORPORATION

6 Section I. For the purposes of this chapter the following
7 words and terms shall have the following meaning except where
8 the context clearly indicates otherwise;
9 “Capital participation investments”, purchase of stock, both

10 common and preferred, convertible securities, warrants, subscrip-
-11 tions, options to acquire, capital loans, and working capital or
12 inventory loans, royalties, and any other lawful derivations of the
13 foregoing.
14 “Community development corporation” or “CDC”, a quasi-
-15 public nonprofit corporation organized under the General Laws
16 to carry out certain public purposes and with by-laws providing
17 that;
18 (1) it is organized to operate within a specified geographic area
19 coincident with existing political boundaries;

20 (2) that membership in the corporation shall be open to all
21 residents of said area who are eighteen years or older;
22 (3) that at least a majority of its board of directors shall be
23 elected by the full membership with each member having an equal
24 vote;
25 (4) that, as the by-laws of the Community Development
26 Corporation shall provide, any other directors be either
27 appointees of elected state or local governmental officials or

28 appointees of other nonprofit organizations having as a purpose
29 the promotion of development in the designated geographic area;
30 (5) that said elections shall be held annually for at least one-

-31 third of the members of the board of directors so that each elected
32 director shall serve for a term of at least three years;

Chapter 40F.
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33 (6) that the designated geographic area shall be consistent with
34 some existing, or combination of existing, political district
35 provided that the aggregate population of such geographic area
36 shall not exceed one hundred and fifteen thousand people based
37 on the most recent appropriate census.
38 “Corporation” or “CDFC”, the Massachusetts Community
39 Development Finance Corporation created by section two.
40 “Costs of a project”, any and all costs associated with the
41 design, planning and implementation of a project undertaken in a
42 target area which can reasonably be recovered in the financing of
43 the project. Such costs may include but are not limited to the
44 costs of planning and design, options to buy land, feasibility or
45 other studies, seed money, construction, working capital and any
46 other costs determined by the directors of the corporation to be
47 necessary to the purposes of this chapter.
48 “Primary employment”, work which pays at least one and one-
49 half times the minimum wage, offers adequate fringe benefits
50 including health insurance, and is not seasonal or part time.
51 “Paid in capital”, . * monies received in return for capital stock
52 of the CDFC.
53 “Project”, any commercial, industrial or real estate business or
54 other economic development activity undertaken in a target area.
55 designed to reduce conditions of blight, economic depression, or
56 widespread reliance on public assistance.
57 “Small business”, any business that has either an average gross
58 sales of less than seven million five hundred thousand dollars per
59 year for the most recent two fiscal years, or has less than two
60 hundred and fifty full-time employees, except that businesses
61 primarily engaged in wholesaling shall be considered eligible if
62 their average gross annual sales for the most recent two fiscal
63 years do not exceed fifteen million dollars per year.
64 “Small business investment corporation” or “SB1C”, a
65 Massachusetts corporation organized to provide capital to small
66 businesses located in the commonwealth and licensed according
67 to the provisions of the Small Business Investment Act, of 1958,
68 Pub. L. 85-699, as amended.
69 “Target area”, any contiguous geographic area which is 1)
70 “blighted open area”, “decadent area” or “substandard area” as
71 defined in section one of chapter one hundred twenty-one A[ and
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7i in which according to the most recent United States census, the
73 average household income is reported to be at least fifteen percent
74 lower than that reported for the Boston standard metropolitan
75 statistical area, also known as Boston SMSA, as recognized by
76 the United States Bureau of the Census in the 1970 census, or 2)
77 any other contiguous geographic area in which the board of
78 directors of the particular CDC finds and publishes in accordance
79 with statistical criteria previously established by the CDFC that
80 substantial conditions of blight, economic depression, and
81 widespread reliance on public assistance exist in said area.

1 SECTION 3. There is hereby created a body politic and
2 corporate to be known as the Massachusetts Community
3 Development Finance Corporation or CDFC. The CDFC is
4 hereby constituted a public instrumentality and the exercise by
5 the CDFC of the powers conferred by this act shall be deemed to
6 be the performance of an essential governmental function.
7 The CDFC is hereby placed in the department of community
8 affairs but shall not be subject to the supervision or control of
9 said department or of any other board, bureau or agency of the

10 commonwealth except as specifically provided in this act.
11 “The corporations shall consist of nine directors, one of whom
12 shall be the secretary of communities and development, one of
13 whom shall be the secretary of manpower affairs, and one of
14 whom shall be the secretary of administration, or his designee.
15 The governor shall appoint the remaining six members, two of
16 whom shall be experienced in investment finance, three of whom
17 shall be residents of target areas and members of community
18 development corporations, and one of whom shall be a
19 representative of organized labor. Each member appointed by the
20 governorshall serve a term of five years, except that in making his
21 initial appointments the governor shall appoint one member to
22 serve for a term of one year, one member to serve for a term of
23 two years, one member for a term of three years, two members for
24 a term of four years, and one member for a term of five years.”
25 Any person appointed to fill a vacancy in the office of a
26 member shall be appointed in a like manner and shall serve for
27 only the unexpired term. Any member shall be eligible for
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28 reappointment. Any member may be removed from his
29 appointment by the governor only for good cause. The governor
30 shall appoint the chairman of the board of directors of the
31 corporation who shall be a member of the board. The directors
32 shall annually elect one of their members as vice-chairman and
33 designate a secretary-treasurer who need not be a member of the
34 board. The secretary-treasurer shall keep a record of the
35 proceedings of the corporation and shall be the custodian of all
36 books, documents, and papers filed with the corporation, the
37 minute books of the corporation and of its official seal.
38 Five of the directors of the corporation shall constitute a
39 quorum and five affirmative votes shall be necessary for the
40 transaction of business or the exercise of any power or function of
41 the corporation. Each director shall be entitled to reimbursement
42 for his actual and necessary expenses incurred in the performance
43 of his official duties.
44 The corporation, its directors, officers, and employees shall be
45 subject to the provisions of sections one to four, inclusive, of
46 chapter two hundred sixty-eight A except that the corporation
47 may purchase from, sell to, borrow from, loan to, contract with
48 or otherwise deal with any public nonprofit community
49 development corporation organized to carry out the purposes of
50 this act of which any director of the corporation is also a member
51 or officer provided that such interest is disclosed in advance to
52 members of the board and recorded in the minutes of the
53 corporation and, provided further, that no director having such a
54 financial interest may participate in any decision affecting such
55 transaction.
56 The president of the corporation shall be appointed and his
57 salary established by the board of directors. The president shall
58 be the chief administrative and operational officer of the
59 corporation and shall direct and supervise administrative affairs
60 and the general management of the corporation. The president
61 may employ such other employees as shall be designated by the
62 board of directors, shall attend meetings of the board of directors,
63 shall cause copies to be made of all minutes and other records and
64 documents of the corporation and shall certify that such copies
65 are true copies, and all persons dealing with the corporation may
66 rely upon such certification.
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67 Section 2. The CDFC shall have the power to;
(a) Adopt by-laws for the regulation of its affairs and the

conduct of its business.
68
69

(h) Adopt an official seal.70
(c) Sue and be sued in its own name.71
(d) Make and execute contracts and all other instruments

necessary or convenient for the exercise of its power and
functions.

72
73
74

(e) Acquire, hold and dispose of personal property for its
corporate purposes.

75
76

(f) Enter into agreements or other transactions with any
federal or state agency.

77
78

(g) Acquire real property, or an interest therein, by purchase
or foreclosure, where such acquisition is necessary or appropriate
to protect or secure any investment or loan in which the agency
has an interest; to sell, transfer and convey any such property to a
buyer and in the event such sale, transfer or conveyance cannot be
effected with reasonable promptness or at a reasonable price, to
lease such property to a tenant.

79
80
81
82
83
84
85

(h) Invest any funds held in reserves or sinking funds, or any
funds not required for immediate disbursement, in such
investments as may be lawful for fiduciaries in the com-
monwealth.

86
87
88
89

(i) Borrow money by the making of notes and the issuance of
bonds including tax exempt revenue bonds and secure such bonds
by the pledge of revenues, mortgages and notes of others,
provided that in no case shall the total indebtedness of the CDFC
exceed thirty million dollars.

90
91
92
93
94

(j) Employ a president, who shall be the chief executive officer
of the corporation, and such other agents, employees,
professional and business advisers as may from time to time be
necessary in the judgment of the board of directors and to fix
their compensation. The president, professional advisers and
business advisers shall not be subject to the provision of chapter
thirty-one or section nine A of chapter thirty.

95
96
97
98
99

100
101

(k) Appear in its own behalf before boards, commissions,
departments or other agencies of government, municipal, state or
federal.

102
103
104

(I) Procure insurance against any loss in connection with its105
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106 property in such amounts, and from such insurers, as may be (
107 necessary or desirable.
108 (m) Consent, subject to the provisions of any contract with
109 noteholders or bondholders, whenever it deems it necessary or
110 desirable in the fulfillment of the purposes of this act, to the
111 modification, with respect to rate of interest, time of payment of
112 any installment of principal or interest, or any other terms, of any
1 13 mortgage, mortgage loan, mortgage loan commitment,
114 or agreement of any kind to which the CDFC is a party. *

115 (n) Do any and all things necessary or convenient to carry out
116 its purposes and exercise the powers expressly given and granted
117 in this act.
118 (o) Receive and accept from any federal or state agency grants,
119 loans or advances for or in aid of the purposes of this chapter and
120 to receive and accept contributions from any source of either
121 money, property, labor or other things of value, to be held, used
122 and applied for said purposes.
123 (p) Create, issue, buy and sell stock and other capital
124 participation instruments; to hold such stock and capital
125 participation instruments and to underwrite the creation of a
126 capital market for these securities in a manner which provides
127 first offer of resale to the community development corporation,
128 business or residents of the target area and which is designed to
129 enhance development of capital ownership in the target area.
130 (q) Provide and pay for such advisory services and technical
131 assistance as may be necessary or desirable to carry out the
132 purposes of this act.
133 (r) Exercise any other powers or rights or responsibilities of a
134 corporation organized under chapter 1568.
135 Section 3. “The state treasurer, subject to appropriation or
136 the authorization of the issuance of bonds for this purpose, may
137 purchase shares of the Corporation in the amount of ten million
138 dollars”. 4f
139 In return for said investment the commonwealth shall receive
140 1,000,000 shares of common stock in the corporation. These
141 shares shall constitute the entire issues of common stock.
142 Upon the commencement of the eighth year after the sale of the
143 general obligation bonds and upon the request of the treasurer,
144 the board of directors of the CDFC shall assist the treasurer in
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implementing a plan for the sale of the shares of common stock
held by the commonwealth.

145
146

1 he corporation shall hold the proceeds of said investment in
an account or accounts separate from other funds. The
corporation shall use said proceeds for only two purposes: 1) to
purchase capital participation instruments from community
development corporations in return for an investment in a
specific project only when the board of the CDFC finds that
community development corporation will use the funds in
support of a project consistent with the purposes of this chapter
and 2) to invest said funds in any security eligible for investment
under the provisions of section thirty-eight of chapter twenty-
nine. Proceeds of these investments may be used to pay for the
normal business expenses of the CDFC.

147
148
149
150
151
152
153
154
155
156
157
158

Upon aplication ot a CDC for a specific project the CDFC
may, subject to the restrictions set forth in section four agree to
purchase capital participation instruments from said CDC,
provided that the CDFC shall find and incorporate in its minutes
that:

159
160
161
162
163

(1) The project is within the scope of this chapter and may
reasonably be expected to contribute to the redevelopment of
target areas and the economic development of the commonwealth
or will increase or maintain threatened primary employment.

164
165
166
167

(2) The project plans conform to all applicable environmental,
zoning, building, planning, or sanitation laws.

168
169

(3) The project will be of public benefit and for a public
purpose, and that the benefits, including increased employment
and improved standard of living, shall primarily accrue to
residents of the area served by the CDC.

170
171
172
173

(4) There is a reasonable expectation that the project will be
successful.

174
175

(5) Private industry has not provided sufficient capital required
for the project or sufficient primary employment opportunities in
the project’s area.

176
177
178

(6) The CDFC determines that its participation is necessary to
the successful completion of the proposed project because
funding for the project is unavailable in the traditional capital
markets, or that credit has been offered on terms that would
preclude the success of the project.

179
180
181
182
183
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184 (7) The applicant CDC meets the standards of a CDC as
185 defined in section one and appears able to manage its proposed
186 project responsibilities.
187 (8) The proceeds of the purchase or contract will be used solely
188 in connection with the costs of the project.
189 (9) Provision has been made in contract for adequate reporting
190 of financial data from the CDC to the CDFC. Such provisions
191 may include a requirement for an annual or other periodic audit
192 of the project books.
193 (10) The CDFC, or the CDFC in combination with its
194 subsidiary, shall not own more than forty-nine percent of the
195 voting stock in any enterprise.
196 (11) The CDC will maintain sufficient control over the project
197 to ensure that public benefit and public purposes are maintained.
198 This determination shall be satisfactorily complied with if any
199 one of the following is satisfied:
200 (a) The project is conducted by a wholly-owned subsidiary of
201 the CDC.
202 {h) The CDC owns a majority of the capital stock of the
203 corporation or other organization conducting the project.
204 (c) The CDC owns a majority of the voting stock of the
205 corporation or other organization conducting the project.
206 (d) The project is conducted by a limited-dividend corporation
207 or other association organized under the laws of the corn-
-208 rnonwealth to provide public benefit and which exists for a public
209 purpose.
210 (c) The project is conducted by a profit corporation including
211 local development corporations organized under the Small
212 Business Act.
213 if) I'l ah other cases, adequate provision is made for reporting
214 to the CDC, and that the CDC must approve all major
215 transactions including but not limited to any sale, merger,
216 dissolution, the sale or issue of substantial amounts of stock, and
217 corporate reorganization.
218 (12) Provision has been made that should the CDFC desire to
219 sell or otherwise dispose of stock received pursuant to such a
220 contract, that the CDC or its nominee shall have within one
221 hundred and twenty days the right of first refusal upon said sale
222 and the right to meet any subsequent bona fide offer by a third
223 party.
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224 (13) CDFC has not invested or loaned more than twenty
225 percent ol its lendable or investible resources in any one CDC,
226 including this investment.

Such findings when adopted by the CDFC shall be conclusive.227
Section 4. The CDFC is hereby specifically authorized to228

establish a limited small business investment corporation. The229
board of directors of the CDFC shall sit as the board of directors230
of the SBIC. This subsidiary limited SBIC shall invest equity231
capital and make loans to start-up, acquire or expand small-32

233 businesses which carry out the purposes of this act.
234 The CDFC is hereby authorized to expend such sums as may
233

be appropriated for initial investment in the subsidiary SBIC.235
None of the proceeds derived from the investment for the Class A236
common stock investment provided for in section four shall be237
used to support the establishment or operation of this subsidiary238
limited small business investment corporation.239

Upon application of a small business for a specific project, the240
subsidiary SBIC may provide equity capital or loans subject to241
the restrictions of this chapter. Before any such transaction is242
executed, said subsidiary SBIC shall determine and incorporate243
in its minutes that;244

(1) The project is within the scope of this chapter and may245
reasonably be expected to contribute to the redevelopment and246
economic well-being of target areas or will increase or maintain247
threatened primary employment.248

(2) In cases where a community development corporation is249
participating in a project, the community development corpora-250
tion meets the standards of a CDC as defined out in section one251

252 and appears able to manage its proposed project responsibilities.
(3) The CDFC determines that its participation is necessary to253

the successful completion of the proposed project254
(4) The proceeds of the purchase or contract will be used solely255

256 in connection with the costs of the project.
(5) Provision is made in the contract for adequate reporting257

financial data from the small business to the CDFC258

provisions may include a requirement for259
260 periodic audit of the project book

DFC determin
Netior

project is unavailable in the traditional
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markets, or that credit has been offered on terms that would
preclude the success of the project.

264
265

(7) The proceeds of the transaction shall be used solely for the
costs of the project.

266
267

(8) In no case shall the CDFC, or the CDFC in combination
with its subsidiary SBIC, own more than forty-nine per cent of
the voting stock in any small business.

268
269
2 70
271 (9) Provision has been made that should the CDFC desire to

sell or otherwise dispose of stock received pursuant to such a
contract, that the small business or its nominee shall within one
hundred and twenty days have the right of first refusal upon said
sale and the right to meet any subsequent bona fide offer by a
third party.

272
273
274
275
276

SECTION 3. This act, being necessary for the welfare of the
commonwealth and its inhabitants, shall be liberally construed to
effect the purposes thereof.

1
9

3

SECTION 4. The chairman of the board of directors of the
CDFC created by section two of this act shall submit three
months after the end of the fiscal year, to the clerk of the House
of Representatives and to the clerk of the Senate an annual report
of the corporation’s activities.

1
2
3
4
5

1 SECTION 5. The accounts and books of the CDFC created
by section two of this act, including its receipts, disbursements,
contracts, mortgages, investments and other matters relating to
its finances, operations and affairs shall be examined and audited
from time to time by the state auditor.

2
3
4
5

1 1 SECTION 6. The provisions of this act, including without
2 ( limitations sections, subsections, and findings, are severable and
3 if any of its provisions shall be held unconstitutional by any court
4 of competent jurisdiction, the decisions of such court shall not
5 affect or impair any of the remaining provisions.


