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By Mr. Blanchette of Lawrence, petition of Kevin P. Blanchette
relative to establishing a distressed municipality finance board, and
creating a program of financial assistance for distressed municipalities
in the Commonwealth. Ways and Means (House).

tKfjc Commontoealtt of iHa**acbu*ett*

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

An Act establishinga distressed municipality finance board, and

CREATING A PROGRAM OF FINANCIAL ASSISTANCE FOR DISTRESSED
MUNICIPALITIES IN THE COMMONWEALTH.

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

1 SECTION 1. Chapter 6of the General Laws, as appearing in
2 the 1986 Official Edition, is hereby amended by adding the
3 following section:
4 Section 202. There shall be a distressed municipality finance
5 board, hereinafter called the board, to consist of the commissioner
6 of revenue, the state treasurer, and the commissioner of
7 administration, who shall be chairman. The board shall be
8 responsible for the administration of the financial assistance
9 program for distressed municipalities, and such other duties as

10 may be imposed upon the board pursuant to chapter forty-four B.
11 The members of the board shall serve without additional
12 compensation. The commissioner of revenue shall, upon request
13 of the board, supply such clerical and other assistance as the board
14 shall require.

1 SECTION 2. The General Laws are hereby amended by
2 inserting, after chapter 44A, the following chapter:
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CHAPTER 448.
FINANCIAL ASSISTANCE PROGRAM FOR

DISTRESSED MUNICIPALITIES.

6 Section 1. As used in this chapter, unless the context otherwise
7 requires, the following words shall have the following
8 meanings:
9 “Board,” the board established under section two hundred and

10 two of chapter six;
11 “Commission,” the municipal finance control commission
12 established under section seven;

13 “Commissioner,” the commissioner of revenue;
14 “Department,” any department, board, agency or commission
15 of the municipality, including the school department, which
16 receives a municipal appropriation;
17 “Financial Assistance,” any amounts payable to a municipality
18 pursuant to this chapter;
19 “Local Aid,” any amounts received by a municipality from the

20 commonwealth pursuant to chapter fifty-eight or chapter seventy;
21 “Municipality,” a city or town of the commonwealth;
22 “Program,” the municipal fiscal assistance program established
23 pursuant to section three.
24 Section 2. The commonwealth shall in each fiscal year prior to
25 the fiscal year beginning July first, nineteen hundred and ninety-
-26 four, make available to municipalities non-interest bearing loans
27 in an amount equal to one percent of the sum of resolution aid,
28 so called, and state lottery and other direct aid provided by the
29 commonwealth to cities, towns and regional school districts in the
30 preceding fiscal year, subject to the conditions of this chapter.
31 Municipalities are authorized to borrow from the commonwealth
32 such sums as are herein authorized, subject to the conditions of
33 this chapter. Debt incurred under authority of this act shall not
34 be included in determining the limit of indebtedness of any
35 municipality as established by law.
36 Section 3(a). Municipalities may vote to participate in the
37 program in a city by vote of the city council in accordance with
38 its charter, and in a town by vote of the town meeting. Such vote
39 shall be taken by February first of the fiscal year if such
40 participation is to take effect for the then current fiscal year, or
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by May first if such participation is to take effect for the following
fiscal year, and a certificate of a vote to participate, including the
amount requested and the year for which such participation is to
be effective, shall be filed by the municipality with the commis-
sioner. The board may extend the aforesaid deadlines if it
determines that such an extension is warranted by extraordinary
and unforeseen circumstances. Such participation shall be subject
to the approval of the board, which shall grant such approval only
after a review of all such votes to participate, and only to in
accordance with the criteria set forth in paragraph (b). The board
shall either grant or deny approval of any such request by March
first of any fiscal year in the case of a request for approval for
the then current fiscal year, or by June first in the case of a request
for approval for the succeeding fiscal year.
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(b) In determining whether to grant approval of a municipal
vote to participate, the board shall consider, without limitation,
the following criteria;
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i) the failure of the municipality, within the fiscal year in which
the vote to participate is taken, to pay loans from any bank or
principal or interest due on notes or bonded debt in full within
thirty days of the date due;
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ii) the failure of the municipality, within the fiscal year in which
the vote to participate is taken, to pay wages and salaries owed
to employees, or to pay retirement benefits owed to retired
employees or their beneficiaries, within thirty days of the date due;
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iii) the failure of the municipality, within the fiscal year in which
the vote to participate is taken, to transfer or otherwise provide
for the payment of:
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A) state or federal taxes on the income of employees; or69
B) employer or employee contributions for federal medicare

obligations, or to any deferred compensation plan, individual
retirement annuity, or defined benefit retirement plan established
under chapter thirty-two within thirty days of the date on which
such transfer or payment is due;
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iv) the total nonbonded indebtedness as a percentage of
equalized property valuation of the municipality for expenditures
due and owing as of the end of the fiscal year in which such vote
is taken, less reserves or appropriations available for the payment
thereof;
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v) the total bonded indebtedness as a percentage of equalized
property valuation of the municipality, less reserves or
appropriations available for the payment thereof;
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vi) the failure of the municipality in the fiscal year in which the
vote to participate is taken to meet payments due under any other
contractual obligation within thirty days of the date on which such
payment is due;
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86
vii) any projected increase or decrease in the ability of the

municipality to meet the aforementioned obligations or to reduce
the aforementioned percentages in the fiscal year following the
fiscal year in which such vote to participate is taken;
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viii) the total revenues available to the municipality from the
assessment of property taxes, local aid, or any other source.
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ix) the ability of the municipality to provide for the public
safety, health, education and welfare within the revenues available
to the municipality.
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Section 4. Based on the criteria set forth in section three, the
board shall determine which municipalities, if any, shall be eligible
to participate in the program. Each municipality eligible to
participate shall receive from the commonwealth a loan in an
amount determined by the board after consideration of said
criteria, provided that said amount shall exceed neither the
amount requested by the municipality nor ten percent of the total
expenditures for the municipality in the fiscal year in which the
vote is taken to participate, provided further that the total of all
loans authorized in any fiscal year shall not exceed the amount
authorized pursuant to section two. A municipality having
received such a loan in a prior fiscal year may apply for and be
eligible to receive such a loan in any subsequent fiscal year,
provided that the total of such loans outstanding to any
municipality at any one time shall not exceed fifteen percent of
the authorized expenditures for the then current fiscal year.
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Section 5. Any amount loaned pursuant to section four shall
be loaned without interest, and shall be repaid by the municipality
in equal payments over the ten fiscal years following the year in
which such loan is made, and the amount due in each fiscal year
shall be withheld by the state treasurer from local aid otherwise
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payable to the municipality.117
Section 6. All amounts loaned to a municipality pursuant to

section four, and the proceeds of apy debt issued in anticipation
118

I 19
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120 of any such loan, shall be deposited in a special and separate fund
121 of the municipality, to be known as the municipal financial distress
122 reduction fund. No amounts shall be expended from said fund
123 except with the approval of the commission established by
124 section seven, and only for the purposes and in the manner
125 established under said section seven. Any interest or investment
126 income accruing on the amounts in said fund shall become part
127 of the principal of said fund.
128 Section 7. (a) For each municipality receiving a loan pursuant
129 to section four, there shall be established a municipal finance
130 control commission. The membership of said commission shall
131 be the members of the board or their designees, the chief executive
132 officer of the municipality, the chairman of the city council or
133 board of selectmen of the municipality, as applicable, a member
134 of the school committee of the municipality designated by the
135 school committee, a representative of the business community of
136 the municipality appointed by the governor, and a representative
137 of the public employees of the community, appointed by the
138 governor. Appointed members shall be entitled to actual and
139 ordinary expenses, which shall be payable from the municipal
140 financial distress reduction fund. The commission shall be
141 constituted to ensure the implementation of appropriate
142 initiatives to secure the financial stability of the municipality, and
143 to ensure that the municipality’s expenditures do not exceed
144 available revenues. The commission may act only pursuant to a
145 majority vote of its full membership, and all such votes shall be
146 duly recorded in writing. The proceedings of the commission shall
147 be matters of public record.
148 (b) The commission shall also be responsible for approving any
149 disbursements from the municipal financial distress reduction
150 fund. No such disbursements shall be approved unless the
151 commission shall have determined in writing that such
152 disbursement is required to meet necessary expenditures of the
153 municipality for which other revenues are not available, provided
154 further that no disbursements shall be made for any purpose prior
155 to the making of disbursements for the purposes of satisfying
156 existing contractual obligations of the municipality, including the
157 payment of any vendors from whom the municipality has
158 procured goods or services in conformance with law, and further
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159 including the payment of any compensation for public employees
160 pursuant to any contract in effect under the provisions of
161 chapter one hundred and fifty E.
162 Section 8. No official of any municipality receiving a loan under
163 section four shall intentionally expend in any fiscal year any sum
164 in excess of the appropriations duly made in accordance with law,
165 nor bind the municipality to any contract for the future payment
166 of money in excess of such appropriation.
167 Any such official who violates the provisions ofthis section shall
168 be personally liable to the municipality for any amounts so
169 expended to the extent the municipality does not recover such
170 amount from the person or persons to whom such sums were paid.
171 The trial court of the commonwealth or a single justice of the
172 supreme judicial court shall have jurisdiction of any claims
173 brought by the municipality, by any taxpayer thereof, or by any
174 member of the board on behalf of the commonwealth, and shall
175 order such equitable relief as the court may find appropriate to
176 prevent further violations of this section.
177 Section 9. (a) In any municipality which receives a loan under
178 section four, on or before August first of each year, or within ten
179 days after approval of the annual appropriation order, whichever
180 shall occur later, the heads of each department shall submit to
181 the chief financial officer and to the local legislative body an
182 allotment schedule of the appropriations for all personnel
183 categories and for the purchase of goods and services included
184 in said budget, indicating the amounts to be expended by the
185 department for such purposes during each of the fiscal quarters
186 of said fiscal year, or such shorter time periods as the chief
187 financial officer shall prescribe. Whenever the chief financial
188 officer determines that any department will exhaust or has
189 exhausted its quarterly or shorter time period allotment and any
190 amounts unexpended from previous periods, he shall give notice
191 in writing to such effect to the department head, the chief executive
192 officer, and the municipal clerk, who shall immediately so notify
193 the local legislative body. Upon such a determination and notice
194 thereof, said chief financial officer shall provide such officers
195 additional reports no less frequently than on a monthly basis
196 indicating the status of such accounts. In any municipality which
197 receives such a loan in which there is no chief financial officer,
198 a chief financial officer shall be appointed or designated.
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(b) The chief executive officer within seven days of receiving
any such notice shall determine whether to waive or enforce such
allotment. If the allotment for such period is waived or is not
enforced the department head shall reduce the subsequent period
allotments appropriately. If the allotment for such period is
enforced or not waived, the department shall thereafter terminate
all personnel services and the purchase of goods and services for
the remainder of such period. All actions, notices, and decisions
provided for in this section shall be transmitted to the municipal
clerk and the municipal legislative body within seven days.
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(c) No personnel expenses earned or accrued or goods or
services purchased, within any department, shall be charged to
or paid from such department’s allotment of a subsequent period
without approval by the chief executive officer, except for
subsequently determined retroactive compensation adjustments.
Approval of a payroll for payment of wages, or salaried or other
personnel expenses or of an order or contract for the purchase
of goods or services which would result in an expenditure in excess
of the allotment shall constitute a violation of this section by the
department head. If the continued payment of wages, salaries or
other personnel expenses or of obligations arising from the
purchase of goods or services is not approved for a period in which
a department has exhausted the period allotment or if a
department has exhausted its appropriation for the fiscal year, the
city shall have no obligation to pay such personnel cost or expense
or purchase obligation arising after such allotment or
appropriation has been exhausted, provided that the provisions
of this sentence shall not apply to collective bargaining agreements
or purchase contracts entered into by the municipality prior to
the date on which the board determines the municipality to be
eligible under section three (b), provided further that every such
agreement entered into or renewed by the municipality on or alter
the date of such determination shall be subject to and shall
expressly incorporate the provisions of this section.
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Section 10. Prior to the disbursement of any monies from the
municipal financial distress reduction fund, the commission shall
require the filing of a detailed work plan by the chief executive
officer of the municipality after approval of the municipal
legislative body, setting forth the actions which will be taken by
the municipality in order to ensure greater efficiency for the
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current fiscal year and for the four subsequent fiscal years in the
delivery of municipal services, and the actions which will be taken
to identify municipal revenues sufficient to support such services.
The work plan shall also set forth an implementation schedule,
and the chief executive officer shall file with the commission
monthly reports of the status of such work plan. The chief
executive officer and the heads of departments of the municipality
shall also provide any other information which the commission
may require.
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No disbursements shall be made unless the requirements of this
section and section seven have been met, and such disbursements
shall be made only pursuant to the request of the chief executive
officer, subject to the approval of the legislative body of the
municipality. For the purposes of this paragraph, the legislative
body of a town shall be the board of selectmen. Within twenty-
one days of any such request, the commission shall either
i) approve such request, if the request meets the criteria of this
chapter, or ii) disapprove such request, provided that if no action
is taken within twenty-one days of such request being made, the
request shall be deemed to be disapproved. Any approval or
disapproval shall be accompanied by a written explanation of the
reasons therefor.

248
249
250
251
252

253
254
255

256
257
258
259
260

Upon the submission of any proposed appropriation for
consideration by the municipal legislative body, and prior to
consideration of such appropriation request by the legislative
body, the commission shall review said request and issue a public
report thereon, and no such appropriation request shall be acted
upon by the local legislative body or otherwise take effect unless
the commission shall have first certified that revenues sufficient
to meet such appropriation request and all other legal obligations
of the municipality have been identified.
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270 Section 11. In any municipality having received a loan under

section four, the chief executive officer shall cause to be prepared
a biennial independent audit of the municipality’s finances, books
and accounts, which audit shall conform to generally accepted
accounting principles, and which shall meet the requirements of
a “level three” performance audit, so called. Such audit shall be
a public document, and shall be kept on file and open to public
inspection in the offices of the municipality.
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Section 12. In any municipality accepting a loan under
section four, the proposed budget for any fiscal year shall include,
in addition to any other information otherwise required, the
following: the proposed budget shall include a complete financial
plan of all municipal funds and activities for the ensuing fiscal
year, an accompanying budget message, and supporting
documents. The budget message shall explain the proposed
budget for the ensuing fiscal year for all departments both in fiscal
terms and in terms of work programs. It shall outline the financial
policies for the municipality for the ensuing fiscal year, describe
the important features of the budget, indicate any major
differences from the current fiscal year in financial policies,
expenditures and revenues, together with the reasons for such
changes, summarize the municipality’s debt position, and include
such other information as the chief executive officer deems
desirable or as the legislative body may reasonably require. Within
seven days of the date on which the budget is submitted for
consideration by the legislative body, the municipality shall cause
to be published in a local newspaper the budget message and a
notice stating the date and the place at which the legislative body,
or a committee thereof, will consider the budget, and the times
and places at which copies of the complete budget will be available
for inspection by members of the general public prior to such
consideration.
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section four, there shall be established a financial commission,
which shall be funded by municipal appropriation or by
contributions from any other source, including, without
limitation, municipal business enterprises. Such financial commis-
sion shall have the powers and duties of the commission
established under chapter five hundred and sixty-two of the acts
of nineteen hundred and eight. Such commission shall be
composed of seven members, three of whom shall be members
of the municipal business community, two of whom shall be repre-
sentatives of organized labor other than employees of the
municipality, at least one of whom shall be a private citizen of
the municipality having experience in economic analysis, and at
least one of whom shall be a citizen of the municipality affiliated
with an institution of higher education. All members of the
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financial commission shall be appointed by the governor for a
term of five years, provided that in the initial appointment of such
members, one of the business representatives shall be appointed
for a term of two years and one for a period of four years, one
of the labor representatives shall be appointed for a period of three
years, the citizen affiliated with an institution of higher education
shall be appointed for a period of three years, and the citizen
having experience in economic analysis shall be appointed for a
term of four years.
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Section 14. In any municipality receiving a loan under
section four, the commission established for such municipality
under paragraph (a) of section seven shall cease to operate at the
end of the fiscal year following the fiscal year in which all amounts
owing to the commonwealth under such loan shall have been
repaid. All other provisions of this chapter shall continue in effect.
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SECTION 3. This act shall take effect as of July first, nineteen
hundred and eighty-nine.2
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