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Executive Department

To the Honorable Senate and House ofRepresentatives
We are filing today for your consideration the attached bill entitled “An Act

Establishing a Housing Supply Incentive Program in the Commonwealth.” This
legislation helps communities produce new housing, offsetting the costs - particularly,
those associated with education - that new housing development imposes on cities and
towns.

The Housing Supply Incentive Program (“HSIP”) provides a 10-year stream of
additional state aid for every qualified housing unit built in a community. The bill will be
funded by excess lottery funds through a formula that is based on housing created in a
city or town, as well as education costs, student enrollment numbers and the property’s
tax assessment. Each annual HSIP aid award to a city or town would reflect the
difference between the predicted education costs that a new housing unit will impose on
the city or town and the revenue that the housing unit will generate in residential property
taxes and Chapter 70 aid. The bill provides for an additional incentive to those
communities that support the development of multifamily housing.

The excess lottery funds will be distributed as local aid, first giving priority to the
existing HSIP awards (in year 2-10 of their term) and then preserving the prior year’s
lottery distribution before new HSIP awards are made. City or town officials will report
to the Commissioner ofRevenue prescribed information about the creation of new
housing units. The city or town will be able to use all HSIP awards as unrestricted local
aid.

The Housing Supply Incentive Program will remove a financial barrier that deters
communities from supporting the development of new housing. At a time when our
Commonwealth is in need of housing for households of all incomes, this program
provides the necessary incentive to cities and towns to prompt new residential production
We appreciate your early and favorable consideration of this important legislation.
Respectfully submitted.

wgeo Paul Cellucci ' JaAe Swift
JOVemOr I I idupnantLieutenant Governor
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die Commontocaltf) of iflassadiusetts

In the Year Two Thousand and One

An Act establishing a housing supply incentive program in the

COMMONWEALTH.

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. The General Laws are hereby amended by
2 inserting after chapter 448 the following chapter:—

3

4 THE MASSACHUSETTS HOUSING SUPPLY
5 INCENTIVE PROGRAM.

6 Section 1. It is hereby declared that there is not an adequate
7 supply of housing for homeowners or renters in the Common-
-8 wealth; it is further declared that cities and towns are concerned
9 about increases in municipal costs associated with new housing

10 production, in particular increases in municipal educational
11 expenses; that the lack of adequate housing supply available for
12 persons and households of moderate means poses a serious threat
13 to the economic stability and growth of the Commonwealth; and,
14 that this situation is detrimental to the health, safety, welfare and
15 comfort of all the inhabitants of the Commonwealth.
16 It is further declared that the rising cost of housing and the
17 stagnant growth rate for new housing construction in the common-
-18 wealth has created a public emergency, which makes the produc-
-19 tion of new single-family and multifamily housing a public
20 necessity; that it is in the interests of the Commonwealth to pro-
-21 vide an incentive for cities and towns to facilitate the development
22 of new housing stock, particularly multi-family housing stock, by
23 providing public funds to cities or towns where the increase in
24 municipal educational expenses exceeds the increase in municipal
25 revenues generated by said new housing.

CHAPTER 44C.
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26 Section 2. As used in this chapter, the following words shall,
27 unless the context clearly indicates a different meaning, have the
28 following meanings:—
29 “Annual HSIP aid award,” the monetary amount awarded to an
30 eligible city or town under the Housing Supply Incentive Program
31 in the first year of its 10 year term.
32 “Cumulative HSIP aid award,” the total of all the annual HSIP
33 aid awards in years 2 through 10 of their term inclusive, to a city
34 or town under the Housing Supply Incentive Program.
35 “Commissioner,” the commissioner of revenue.
36 “Director,” the director of the department of housing and com-
-37 munity development.
38 “Disbursed HSIP aid,” the dollar amount of annual and cumula-
-39 tive HSIP aid actually to be distributed to a city or town in any
40 given year of the Housing Supply Incentive Program.
41 “HSIP,” the Housing Supply Incentive Program, as established
42 pursuant to this chapter.
43 “Housing unit,” a newly-constructed dwelling for an individual
44 person or household, or a previously vacant property substantially
45 rehabilitated for use as a residential dwelling, or a nonresidential
46 property converted to use as a residential dwelling.
47 “Incremental municipal educational expenses,” the approximate
48 annual cost of educating the projected number of students that will
49 be added to a city or town’s school system as a result of new
50 housing production, calculated as the product of either a single-
-51 family or multifamily coefficient, as appropriate, and the approxi-
-52 mate per pupil education expenditure in a city or town.
53 “Incremental municipal revenues,” the approximate annual
54 increase in monies available to a city or town as a result of the
55 new housing production, calculated as the sum of the projected
56 increase in residential property tax revenue and the increased
57 chapter 70 revenue attributable to the projected increase in foun-
-58 dation enrollment in a city or town.
59 “Multifamily one bedroom coefficient,” the number of children
60 that can reasonably be expected to be added to the city or town’s
61 school enrollment per each new multifamiiy unit having less than
62 two bedrooms, as determined and as adjusted pursuant to sec-
-63 tion s(c) of this chapter by the secretary.
64 “Multifamily two bedroom coefficient,” the number of children
65 that can reasonably be expected to be added to the city or town’s
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i

school enrollment per each new multifamily unit having two bed-
rooms or more, as determined and as adjusted pursuant to sec-
tion s(c) of this chapter by the secretary.

66
67
68

“Per pupil education expenditure,” the greater of either the
statewide average educational expenditure per pupil, or the foun-
dation budget divided by the foundation enrollment for a city or
town.

69
70
71
72

Secretary,” the secretary for administration and finance73
“Single-family coefficient,” the number of children that can

reasonably be expected to be added to a city or town’s school
enrollment for each new unit of single family housing.

74
75
76

“Statewide total HSIP aid award,” the sum of all HSIP monies
to be disbursed to eligible cities and towns in a given fiscal year,
as determined by the secretary.

77
78
79

Section 3. (a) Notwithstanding any general or special law to the
contrary there is hereby established a Housing Supply Incentive
Program in the Commonwealth. Said program shall be adminis-
tered by the secretary in consultation with the commissioner and
the director.

80
81
82
83
84
85 Any city or town that issues a building permit to a public or pri-

vate entity for one or more housing units as defined herein shall
be eligible for an annual HSIP aid award; provided the city or
town’s projected increase in municipal educational costs resulting
from the new housing units exceeds its projected increase in
municipal revenues generated by the said housing units.

86
87
88
89
90

For the purposes of this section, city or town shall include
Devens, provided that the secretary shall cause HSIP aid to be dis-
tributed to the entity which actually incurs the expense of pro-
viding an education for children residing in Devens housing units.

91
92
93
94

A city or town may expend HSIP aid amounts for any proper
municipal purposes.

95
96

The secretary shall determine and authorize, pursuant to the
provisions of this chapter, section 35C of chapter 10 and sec-
tion 20/2 of chapter 29, annual HSIP aid awards, to be provided
as state aid to a city or town for a ten-year term beginning with
any fiscal year from July 1, 2001 through June 30, 2011, inclu-
sive. The amount of the annual HSIP aid award shall remain the
same for each year of said ten-year term.

97
98
99

100
101
102
103

(b) For each fiscal year the Housing Supply Incentive Program
remains in effect, the secretary shall determine the following; the

104
105
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annual HSIP aid award; the cumulative HSIP aid award, and the
disbursed HSIP aid award for each city and town in the Common-
wealth; and the total statewide HSIP aid award.

106
107
108

(c) Whenever an insufficient balance exists in the state lottery
fund to enable the treasurer to disburse the statewide total HSIP
aid for that fiscal year, the secretary shall authorize a temporary
pro-rata payment of annual HSIP aid awards. The commonwealth
shall not be obligated hereunder to any city or town for any
amount by which its disbursed HSIP aid is less than the sum of a
city or town’s annual HSIP aid award and cumulative HSIP aid
award for any fiscal year.

109
110
11l
112
113
114
115
116

(d) No new annual HSIP aid award shall be made after June 30,
2011. However, any HSIP aid awards outstanding as of that date
shall be paid according to their terms through June 30, 2021.

117
118
119

Section 4. (a) The commissioner shall collect from cities and
towns and the assessors or other appropriate city or town officials
shall provide data necessary to implement the provisions of this
chapter. Such information shall include, but not be limited to, the
following;

120
121
122
123
124
125 (1) The number of housing units created for a given three year

period, as determined by the secretary, and as evidenced by
building permits or other documentation as may be required by
the commissioner.

126
127
128

(2) The assessed values of housing units created in a city or
town, for one or more years as determined by the secretary.

129
130
131 (3) The number and assessed value of multifamily housing

units, including the number of bedrooms per unit created in a city
or town, for one or more years as determined by the secretary.

132
133
134 (b) The commissioner may require the assessors or other appro-

priate officials to furnish him with any information in their pos-
session necessary to carry out the provisions of this chapter and
may examine the books, records and papers of said assessors and
other officials.

135
136
137
138
139 Section 5. The secretary shall determine and certify the amount

of the annual HSIP aid award to each city and town in accordance
with this section, or alternatively, shall certify that a city or town
is not eligible for an annual HSIP aid award in that fiscal year.
The annual HSIP aid award to a city or town shall be the differ-
ence between the projected incremental municipal educational
expenses generated by new housing units and the projected incre-

140
141
142
143
144
145
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mental municipal revenues associated with the creation of the new
housing units. The number of housing units to be used for the pur-
pose of calculating a city or town’s annual HSIP aid award shall
be the average annual number of new housing units created in that
city or town over a three-year period as determined by the secre-
tary. For the purpose of making said calculation and to carry out
the purposes of this chapter:

146
147
148
149
130
151
152

(a) The secretary shall use best available data to determine the
annual HSIP aid award for each city and town. He may consult
with the commissioner and the director in developing appropriate
formulas, estimations and methodologies as may be necessary or
convenient for the implementation of this program. The secretary
may, in his discretion, create or vary mathematical calculations
and formulas, use estimation and adapt or vary collection and cal-
culation methodology as is necessary to implement the purposes
of this chapter.

153
154
155
156
157
158
159
160
161

(b) Based upon both the data collected by the commissioner
and on any other relevant federal or state information, the secre-
tary may determine, for each city or town, its average number of
single-family building permits, its average multifamily building
permits or the equivalent thereof, its average number of units built
per category of assessed values for new single-family housing and
new multifamily housing, and a single-family coefficient, using
either a single statewide average single-family coefficient or a
coefficient specific to the city or town.

162
163
164
165
166
167
168
169
170

(c) In order to provide a greater incentive to cities or towns in
which multifamily housing is built, the secretary may establish a
multifamily one-bedroom coefficient, using either a statewide
average or a coefficient specific to each city or town, and a multi-
family two-bedroom coefficient, using either a single statewide
average single-family coefficient or a coefficient specific to the
city or town.

171
172
173
1 74
175
176

(d) The secretary may determine annually whether certain sta-
tistics shall be calculated according to a statewide average or cal-
culated in a manner specific to each city or town, so long as the
same methodology is applied uniformly to all cities and town in
that fiscal year.

178
179
180

81
182

(e) The secretary shall multiply the appropriate coefficient as
set forth in section s(b) or section s(c) by either the statewide per
pupil education expenditure amount or the actual foundation

83
184
85
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budget divided by the foundation enrollment of any city or town
for that fiscal year, whichever is greater, to determine the incre-
mental municipal education expense.

186
187
188

(f) In determining the additional revenue that a city or town
may receive due to increased housing production, the secretary
may apply a statewide minimum chapter 70 expenditure per incre-
mental pupil based on the statewide foundation budget per pupil
or an amount specific to each city or town.

189
190
191
192
193

(g) The secretary shall forward the certification of HSIP awards
to the state treasurer, who shall thereupon disburse the HSIP
awards to cities and towns in accordance with the provisions of
Section 6 herein.

194
195
196
197

Section 6, (a) The state treasurer shall disburse from the state
lottery fund, without further appropriation, the amount of the
statewide total HSIP aid as certified by the secretary for a given
fiscal year, in accordance with the provisions of section 35(c) of
chapter 10.

198
199
200
201
202

(b) In the event of a disbursement year in which, after the pay-
ment of lottery prizes, and administrative and such other expenses
as may be prescribed by law, the balance in the state lottery fund
is insufficient to fund all annual HSIP aid awards and cumulative
HSIP aid awards in that fiscal year and a distribution of non-HSIP
lottery funds in an amount which is not less than the amount dis-
tributed in the previous fiscal year, the treasurer shall be required
to disburse HSIP and lottery aid in the following order of priority:

203
204
205
206
207
208
209
210

(1) The highest priority funding category shall be the annual
HSIP aid award in the first year of the Housing Supply Incentive
Program, provided those awards have not yet reached the end of
their term.

211
212
213
214
215 (2) The next highest priority funding category shall be cumula-

tive HSIP aid, provided those awards have not yet reached the end
of their term, in an ascending order of priority of payment (awards
in the second year of the program shall have priority over awards
in the third year and so forth for the life of the program.)

216
217
218
219
220 (3) The next highest priority shall be to provide each city or

town the same dollar amount of non-HSIP state lottery funds that
it received in the immediately preceding fiscal year.

221
999

223 (4) The next highest priority shall be the annual HSIP aid
award for that fiscal year for each city or town.224
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(5) Any remaining balance shall be distributed to cities and
towns in the same manner as non-HSIP lottery funds.

225
226

(c) To the extent practicable, the treasurer shall disburse HSIP
awards to cities and towns in equal quarterly increments and may
make any necessary adjustments to the award amount in the final
quarterly payment of any fiscal year.

227

228
229
230

Section 7. Notwithstanding any other general or special law to
the contrary, if a city or town fails or refuses to timely report
HSIP information, the secretary may consider the city or town
ineligible for a HSIP award in the fiscal year for which it failed to
or refused to report.

231
232
233
234
235

Section 8. No provision of this chapter is intended to give and
shall not be construed as giving rise to any enforceable right or
entitlement, not otherwise provided by state regulation or general
or special law.

236
237
238
239

Section 9. The secretary may from time to time promulgate
rules, regulations and guidelines as may be necessary for the
implementation of this chapter.

240
241
242

SECTION 2. Section 35 of chapter 10 of the General Laws, as
appearing in the 1998 Official Edition, is hereby amended by
striking out subsection (c) and inserting in its place the following
two sections;—

1
2
3
4
5 (c) For the purposes of the Housing Supply Incentive Program

established pursuant to chapter 44C.6
(d) For the purposes of the Local Aid Fund, the net balance of the

State Lottery Fund, as determined by the comptroller on every Sep-
tember 30, December 31, March 31 and June 30 of each fiscal year.

7
8
9

SECTION 3. Subsection (d) of chapter 29 section 2CVi of the
General Laws is hereby amended by striking the words “clause (c),”
and substituting therefor the following words:— clause (d).

2

3
The last paragraph of the said chapter 29 section IC'A is hereby

amended by inserting after the words “provisions of clause (c)” the
following words:— and clause (d).

4
5

6

SECTION 4. The provisions of this act shall be effective as of
July 1,2001.2
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