
SENATE .... No. 177

To accompany the petition of Philip Nichols that cities and towns
be permitted to create protected reserve funds. Joint Municipal
Finance.

In the Year One Thousand Nine Hundred and Forty-Three.

An Act to permit cities and towns to create pro-

tected RESERVES.

1 Whereas, The appropriation of money for any of
2 the purposes of this act would, if by a town, be at
3 its annual meeting, and whereas the annual meet-
-4 ings of towns are held not later than March in each
5 year, and the deferred operation of this act would
6 therefore in part defeat its purpose, which is to make
7 the procedure set forth therein immediately avail-
-8 able to every city or town within the commonwealth,
9 therefore it is hereby declared to be an emergency

10 law, necessary for the immediate preservation of the
11 public convenience.

C&e Commontoealtft of Q9aooac&uoetto

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

1 Chapter forty of the General Laws is hereby
2 amended by inserting after section thirteen B, as
3 appearing in the Tercentenary Edition, the five fol-
-4 lowing sections:
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Section 13C. Anjr city or town may annually ap-
propriate 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. Such appropriations shall be made in the
same manner as other appropriations, but no such
annual appropriation shall in any case exceed five
per cent of the total amount otherwise to be raised
by the tax levy for the municipal financial year.
Such appropriations 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 sepa-
rate item, to be known as the credit reserve account.
Any city or town may transfer to the credit reserve
account any funds now or hereafter existing in any
unrestricted reserve.

o

6
i

8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23 Section 13D. Annually at the beginning of the

fiscal year, the treasurer of the city or town which
has established such a credit reserve account shall
develop the following formula according to the finan-
cial records of the city or town:
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Item L Assessed Values.28

29 Assessed values in the previous year less the aver-
-30 age assessed values of the two preceding years prior
31 thereto times the tax rate of the previous year.
32 (Plus or minus) $

Item 2, Per Cent Taxes Collected.33

34 Per cent of current taxes collected in the previous
35 year less the average per cent of the current taxes
36 collected in the two preceding years prior thereto
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37 times the assessed taxes of the previous year
38 (Plus or minus) 88

Item 3, Welfare Expenditures.39

40 The welfare expenditures of the previous year sub-
-41 tracted from the average welfare expenditures of the
42 two preceding years prior thereto.
43 (Plus or minus) $

44 Total (Plus or minus) 8

45 If the result of the formula above stated is a plus
46 amount, there shall be no withdrawal from the credit
47 reserve account. If the result of the formula is a
48 minus amount, the treasurer of the city or town,
49 with the approval of the city council or the town,
50 may withdraw from the fund a sum not exceeding
51 the minus amount produced by the formula and
52 credit the current budget with such sum.

53 Section 13E. In addition to a credit reserve ac-
-54 count created by sections thirteen C and thirteen D,
55 any city or town may establish capital reserve funds
56 for the financing of all or part of the cost of (a) the
57 construction, reconstruction, or the acquisition of a
58 specific capital improvement, or the acquisition of
59 a specific item or specific items of equipment, or (6)
60 the construction, reconstruction, or acquisition of a
61 type of capital improvement, or the acquisition of
62 a type of equipment.
63 Any city or town may appropriate money to be
64 paid into such capital reserve fund or may authorize
65 the transfer thereto of any part or all of the unen-
-66 cumbered surplus funds remaining on hand at the
67 end of any fiscal year.
68 Section 13F. The mayor and council of such a
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city, or the board of selectmen of such a town, as
the case may be, are hereby constituted trustees of
such credit reserve and capital reserve funds, estab-
lished under sections thirteen C to thirteen E, in-
clusive, and shall be subject to all the duties and
responsibilities imposed by law on trustees, and such
duties and responsibilities may be enforced by action
commenced by the city or town as the case may be,
or by an officer or tax payer thereof. All moneys
in said funds shall be either deposited in savings
banks, trust companies, or national banks in this
commonwealth, or shall be invested in whole or in
part in the bonds of this commonwealth, or in bonds
of municipalities of this commonwealth, or bonds or
other evidences of indebtedness of the federal gov-
ernment, or in bonds of any federal agency the in-
terest and principal of which have been guaranteed
by the federal government. The total amount in-
vested in the aforementioned issues of the federal
government or its agencies shall be at no time less
than thirty per cent of such reserve funds; pro-
vided, that until the termination of the existing state
of war between the United States and certain foreign
countries all of such funds shall be invested in such
federal issues. Any interest earned or capital gains
realized on the moneys so deposited in any such fund
shall accrue to and become a part thereof. The
separate identity of each such fund shall be main-
tained whether its assets consist of cash or invest-
ments or both. Expenditures from any such capital
reserve fund shall be only for or in connection with
a capital improvement of the specific nature and
within the specific purpose for which the particular
fund was established.
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Section 13G. Any city or town may transfer to
another capital reserve fund all or part of:
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(a) The unexpended balance remaining in any
capital reserve fund after the completion of the work
to be financed therefrom and the payment of all
costs incurred therefor, or
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( h ) The unexpended balance remaining in any
capital reserve fund established for a project which,
the city or town has decided to abandon in whole
or in part.
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