
No. 1238HOUSE .

By Mr. Dolan of Ipswich, petition of the Massachusetts Federation of Tax-
payers Associations, Inc., and John F. Dolan that provision be made for payment
by the state of the debt obligations of certain insolvent municipalities and for state
financial supervision of such municipalities in certain oases. Municipal Finance.

In the Year One Thousand Nine Hundred and Fifty-Nine.

An Act providing for state payment of municipal debt obli-
gations IN event of default and for state financial super-
vision OF INSOLVENT municipalities.

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. Chapter 44 of the General Laws is hereby
2 amended by inserting after section 19 the following new
3 section:
4 Section 19A. If it shall appear to the treasurer of any city
5 or town that as a result of its inability to collect taxes already
6 assessed or for any other reason such city or town is unable to
7 meet the payment of principal or interest on any bonds, notes
8 or certificates of indebtedness issued in accordance with this
9 chapter or under the provisions of any special law at the time

10 when such payment is due, he shall forthwith notify the
11 manager, if any, or otherwise the mayor in a city or the select-
-12 men in a town of such inability, and if the manager, mayor or
13 selectmen, as the case may be, find, upon investigation, that
14 such payment cannot be made when due, they shall certify
15 such inability to the director of the bureau of accounts. Upon
16 receipt of such certificate or, if no such certificate is received,
17 acting upon any other information in his possession, said
18 director shall immediately investigate the circumstances
19 thereof and if he finds that such city or town has been or will
20 be unable to make such payment when due, by temporary
21 borrowing under anj' provision of general or special law or
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22 otherwise, he shall forthwith certify such inability, and the
23 amount of such due or overdue payment, to the state treasurer.
24 Within three days after receipt of such certification from the
25 director, the state treasurer shall pay to such city or town,
26 from any amounts in the treasury, the amount of the due or
27 overdue payment so certified to him, and on receipt thereof
28 the city or town shall apply such amount to the payment of
29 such unpaid principal or interest on its indebtedness and for
30 no other purpose. Any amounts paid by the state treasurer
31 to any city or town under the provisions of this section shall
32 be charged against the distributable portion of the tax on in-
-33 comes or, if insufficient, against the distributable portion of
34 the tax on business and manufacturing corporations, and the
35 amount of such tax or taxes thereafter distributable to such
36 city or town under section eighteen or tw’enty of chapter
37 fifty-eight or, if insufficient, under any provisions of chapter
38 seventy, shall be reduced by the amounts so paid.

1 Section 2. Said chapter 44 of the General Laws is hereby
2 further amended by inserting after section 66 the following
3 new-sections:

4 EMERGENCY FINANCE BOARD.

5 Section 67. There shall be in the department of the state
6 treasurer, subject to his control only to the extent of his mera-
-7 bership therein, an emergency finance board, hereinafter called
8 the board, consisting of the state treasurer and the director of
9 the bureau of accounts, ex officiis, and three citizens of the

10 commonwealth to be appointed by the governor, with the
11 advice and consent of the council, who shall be designated in
12 their initial appointments to serve respectively for one, two
13 and three years. The governor, with like advice and consent,
14 shall, from time to time, designate one of the members as
15 chairman, may remove any appointive member, and shall fill
16 any vacancy in the appointive membership of the board for the
17 unexpired term. Upon the expiration of the term of office of
18 an appointive member, his successor shall be appointed in the
19 manner aforesaid for three years. If the state treasurer or said
20 director is unable by reason of absence or disability to perform
21 his duties as such member, said state treasurer, or the com-
-22 missioner of corporations and taxation, in the case of said
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23 director, may, by a writing filed with the board, designate an
24 officer or employee in his department who shall, without addi-
-25 tional compensation therefor, perform such duties during such
26 absence or disability. The action of a majority of the members
27 shall constitute action of the board; and whenever any action
28 by the board is required to be in writing, such writing shall be
29 sufficient when signed by a majority of the members. Each
30 appointive member shall receive from the commonwealth as
31 compensation the sum of ten dollars for each day’s attendance
32 at board meetings; provided, that the total amount paid to
33 any member for compensation as aforesaid shall not exceed
34 five hundred dollars in any one year. The commissioner of
35 corporations and taxation shall, upon request of the board,
36 assign to it such clerical assistance as it may need from the
37 personnel of the department of corporations and taxation,
38 and any expense incurred by said department by reason of
39 such assignment shall be deemed an expense of the board.

40 SUPERVISION OF INSOLVENT MUNICIPALITIES.

41 Section 68. Any city or town which is unable to finance the
42 ordinary needs of government, or to meet outstanding or
43 maturing obligations, owing to its inability to collect taxes, or
44 to borrow money through ordinary banking channels or
45 through the issuance and sale of bonds sufficient to meet such
46 governmental needs, or otherwise to maintain its financial
47 solvency, may, by vote of its city council or town meeting,
48 petition the director of the bureau of accounts for state super-
-49 vision of its financial affairs.
50 Section 69. On receipt of a petition under the preceding
51 section or, if no such petition is received, on the basis of any
52 information in his possession indicating that a city or town
53 has become or is about to become insolvent, within the meaning
54 of the preceding section, said director shall immediately make
55 an audit and investigation of the financial condition of such
56 city or town. An accumulated revenue deficit, as defined by
57 the director in accordance with the standard system of munici-
-58 pal accounts, wffiether funded or not, on January first of any
59 year exceeding thirty-five per cent of the tax levy of the pre-
-60 ceding year, or payment by the commonwealth of any principal
61 or interest of any municipal obligation under section nine-
-62 teen A, shall in either case be prima facie evidence of insolvency.
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63 If the director finds, as a result of his audit and investigation,
04 that such city or town is in fact insolvent and unable to con-
-65 tinue to meet the ordinary needs of government and that an
66 emergency exists in such city or town, he shall forthwith trans-
-67 mit a copy of his findings to the governor, together with a
68 recommendation that the emergency finance board, or a special
69 board of finance, be designated by him to supervise the financial
70 affairs of such city or town. Within ten days after receipt of
71 such findings and recommendation the governor, with the
72 advice and consent of the council, shall, if he finds that an
73 emergency exists as to such city or town, declare such emer-
-74 gency and forthwith designate the emergency finance board,
75 or a special board of finance, as his agent to supervise and
76 direct the financial affairs of such city or town for the duration
77 of such emergency.

78 Section 70. A board of finance designated by the governor
79 under the preceding section shall consist of not less than three
80 nor more than five members to be appointed by the governor
81 and to serve at his pleasure, one of whom shall be the director
82 of the bureau of accounts, or a person designated by him, and
83 at least one of whom shall be a resident of the city or town for
84 which such board is established. The governor shall designate
85 a chairman. Any vacancy in such board shall be filled in like
86 manner by the governor.
87 Section 71. A board of finance appointed under the pre-
-88 ceding section, or the emergency finance board acting under
89 section sixty-nine, may employ experts, counsel, and other
90 assistants, and incur such other expenses as it may deem
91 necessary, at the expense of the commonwealth which expense
92 shall be assessed against the city or town. It shall be furnished
93 with any necessary quarters by and at the expense of the city
94 or town. Such board shall have access to all records and books
95 of account of the city or town and may require the attendance
96 of witnesses and the production of books, papers, contracts
97 and other documents relating to any matter within its scope.
98 It shall have full power to investigate the financial affairs of
99 the city or town, to approve or disapprove any appropriation,

100 contract, expenditure or loan, the creation of any new position,
101 or the filling of any vacancy in a permanent position by any
102 appointing authority of the city or town. Any payroll, bill
103 or other claim against the city or town shall, on request in
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104 writing of the board filed with the city auditor, town ac-
-105 countant or town treasurer, be referred to the board before
106 being presented for payment. Members of a board, while
107 acting under this section, shall be paid for each day’s attendance
108 a sum of thirty dollars; provided, that the total compensation
109 paid to any member hereunder in any period of twelve months
110 shall not exceed two thousand dollars.
111 Section 72. Whenever a board acting under the preceding
112 section finds that the city or town as to which it is acting is
113 unable to borrow money in anticipation of its taxes or reim-
-114 bursements, it may notify the state treasurer of such inability
115 and the state treasurer, with the approval of the governor and
116 council, may borrow from time to time, on the credit of the
117 commonwealth, such sums as may be necessary for a loan or
118 loans to such city or town, and may issue and renew notes of
119 the commonwealth therefor, bearing interest payable at such
120 times and at such rate as shall be fixed by the state treasurer
121 with like approval. If a city or town fails to make any repay-
-122 ment of such loan from the commonwealth, or of any interest
123 thereon, when due, the state treasurer shall have authority to
124 issue his warrant requiring the assessors of such city or town
125 to include in the next annual tax levy the amount necessary
126 to make such payment in full or to pay any installment thereof
127 as determined and certified to him by such board.
128 Section 73. Whenever the governor, on recommendation of
129 the emergency finance board or board of finance designated
130 under section sixty-nine to act with respect to any city or town,
131 and with the advice of the director of the bureau of accounts,
132 finds that an emergency no longer exists therein, he may, with
133 the advice and consent of the council, terminate such emer-
-134 gency and abolish such board of finance, and thereafter the
135 control of its financial affairs shall revert to such city or town
136 in accordance with all applicable laws.

1 Section 3. Section lof chapter forty-nine of the acts of
2 nineteen hundred and thirty-three, as amended, is hereby
3 repealed, and the emergency finance board as constituted under
4 said section shall continue to serve under the provisions of
5 section sixty-seven of chapter forty-four of the General Laws,
6 as inserted by this act, without interruption of any of its
7 duties, responsibilities or obligations or of the terms of its
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8 members. All references to the emergency finance board
9 established under the provisions of chapter forty-nine of the

10 acts of nineteen hundred and thirty-three, wherever they ap-
-11 pear in any general or special laws, shall be deemed to refer
12 to the emergency finance board established under said section
13 sixty-seven of chapter forty-four of the General Laws.






