
HOUSE 106
Accompanying the second recommendation of the State Planning

Board (House, No. 104). Ways and Means (Joint).

In the Year One Thousand Nine Hundred and Thirty-Nine,

An Act to establish a state credit reserve fund

AND PROTECTED MUNICIPAL RESERVES.

1 Section 1. Chapter ten of the General Laws is
2 hereby amended by inserting after section twenty-
-3 one, under the caption, state credit reserve
4 fund, the four following new sections;
5 Section 22. There is hereby established a fund,
6 to be known as the State Credit Reserve Fund, in
7 this and the three following sections called the
8 fund, which shall be administered by the state
9 treasurer as depository for funds raised by cities

10 and towns under section thirteen C of chapter forty.
11 Section 23. The state treasurer is hereby author-
-12 ized to receive from the treasurer of any city or
13 town subject to said section thirteen C funds raised
14 under authority thereof. Such funds shall be placed
15 in, and shall become a part of, the fund; and the
16 state treasurer shall issue, or cause to be issued,
17 to such city or town an equal amount of bonds of
18 the commonwealth.

Be it enacted by the Senate and House of Repre-
sentatives in General Court assembled, and by the
authority of the same, as follows:
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Section 2Jh The funds received by the state
treasurer for this purpose shall be invested by him
in bonds of municipalities of the commonwealth
approved by him for this purpose, in bonds of any
other state approved by him for this purpose, or in
bonds or other evidences of indebtedness of the
federal government, or bonds of any federal agency
the interest and principal of which have been guar-
anteed by the federal government. The total of
the funds invested in the aforementioned issues of
the federal government or its agencies shall be at
no time less than ten per cent nor more than thirty
per cent of the State Credit Reserve Fund.

19
20
21
22
23
24
25
26
27
28
29
30
31

Section 25. The treasurer of each city and town
subject to said section thirteen C shall annually,
on or before July one, pay over to the state treas-
urer an amount equal to the difference between the
sum, if any, appropriated by such city or town in
the then current municipal financial year for the
purposes of such section and that portion of such
sum which the treasurer, under authority of sec-
tion thirteen D of said chapter forty, has invested
in bonds of his city or town. No city or town sub-
ject to such section thirteen C shall, while in de-
fault, receive from the commonwealth any payment
of money due from the commonwealth to such city
or town under any provision of law.
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1 Section 2. Chapter forty of the General Laws
2 is hereby amended by inserting after section thir-
-3 teen B, as appearing in the Tercentenary Edition,
4 the following four new sections:
5 Section 13C. Each city, and each town of one
6 thousand or more inhabitants, shall annually appro-
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priate money for the purpose of providing a reserve
of borrowing power which can be applied, in periods
of financial stringency or depression, to assist in
carrying forward normal expenditures of the city
or town without increase in the tax rate thereof.
The amount of money to be appropriated annually
under this section shall be included in the annual
budget of the city or town, shall be equivalent,
except as otherwise provided in section thirteen F,
to two per cent of the total estimated net expendi-
tures of the city or town for the municipal financial
year, shall be covered by the tax rate of the city or
town for the year, and shall be carried upon the books
of the city or town as a separate item, to be known
as the Credit Reserve Account.
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22 Section 13D. The funds represented by the Credit

Reserve Account of a city or town shall be invested
solely in the following securities:
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25 (1) To the extent that bonds of the city or town

are available for purchase from such city or town,
in such bonds;
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28 (2) Any surplus then remaining shall be invested

in bonds which are direct obligations of the com-
monwealth.
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31 Siction 13E. Drafts against the Credit Reserve

Account of a city or town shall be made only as
follows:
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34 Annually the treasurer of the city or town shall

develop the following formula according to the finan-
cial records of the city or town:
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37 Item 1. Assessed Values,

38 Assessed values in the previous year less the average
39 assessed values of the two preceding years prior

thereto times the tax rate of the immediately pre-40
41 ceding year (plus or minus) $
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42 Item 2. Per Cent Taxes Collected

43 Per Cent of T'axes Collected in the previous year less
44 the average per cent of taxes collected in the two
45 preceding years prior thereto times the assessed
46 taxes of the previous year (plus or minus) •S

4/ Item 3. Welfare Expenditur

48 The Welfare Expenditures of the previous year sub-
-49 tracted from the average Welfare Expenditures of
50 the two preceding years prior thereto (plus or
51 minus)

52 Total (plus or minus) *

53 If the result of the formula above stated is a plus
54 amount, there shall be no withdrawal from the
55 Credit Reserve Account. If the result of the form-
-56 ula is a minus amount, the current budget shall be
57 credited with that amount from the Credit Reserve
58 Account. If said amount is less than the amount
59 in the budget required to be deposited into the Credit
60 Reserve Account, the matter shall be adjusted by
61 the treasurer as a book item. If the amount to be
62 withdrawn exceeds the amount to be deposited, the
63 difference shall be secured by the sale of bonds held
64 by the account in that amount.
65 Amounts received by the Credit Reserve Account
66 for serial bonds retired or as interest shall be in-
-67 vested as provided in section thirteen D.
68 Section 13F. Section thirteen C shall become
69 effective in cities and in such towns as are subject
70 thereto upon its effective date, for the municipal
71 financial year commencing next after such date, and
72 thereafter; provided, that such city or town may
73 in the first three municipal financial years following
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such effective date reduce the amount apportioned
to the Credit Reserve Account as follows:
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76 In the first year, to not less than one half of one
per cent;/ /

In the second year, to not less than one per cent;78
In the third year, to not less than one and one

half per cent.
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Any town not subject to said section thirteen C
upon its effective date which subsequently becomes
a town of one thousand or more inhabitants shall
thereupon become subject to section thirteen C so
far as applicable.
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Any city or town may transfer to the Credit Re-
serve Account any funds now or hereafter existing
in any unrestricted reserve.
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'When the Credit Reserve Account amounts to
more than twenty-five per cent of the current mu-
nicipal budget, appropriations to the Credit Reserve
Account shall be reduced to one tenth of one per
cent until withdrawals therefrom under section thir-
teen E reduce the amount of the Credit Reserve
Account to less than twenty-five per cent of the cur-
rent municipal budget, whereupon appropriations to
the Credit Reserve Account shall again be two per
cent as provided by section thirteen C.
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In any year when a city or town makes a with-
drawal from its Credit Reserve Account, as herein
provided, it may reduce by not more than fifty per
cent the proportion of any public works required to
be financed from the tax levy.
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