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Mr. Herter of Boston gives notice that, if rejection of the Bill
establishing an emergency finance board and providing for the regulation of the affairs of cities and towns which are or may be unable
to meet their obligations as they become due (House, No. 1457) is
negatived, he will move that said bill be amended by the substitution
of the accompanying bill. June-7.

Cfre Commontaicaltjb of

S@assadnisetts

In the Year One Thousand Nine Hundred and

Thirty-Two.

An Act establishing an Emergency Municipal Finance
Board for the Regulation of the Affairs of Municipalities which are or may be in Financial Difficulties and
otherwise making Provision for the Marketing of their
Revenue Notes.
1

Whereas, The deferred operation of this act would

2 defeat its purpose, which is to assist without delay
3 in re-establishing credit in certain municipalities,
4 therefore this act is hereby declared to be an emer-5 gency law, necessary for the immediate preservation
6 of the public convenience.

Be it enacted by the Senate and House of Representatives in General Court assembled, and by the
authority of the same, as follows:
1
-2

-3
4
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Section 1. There shall be an emergency municipal finance board, hereinafter called the board, consisting of the director of accounts of the department
of corporations and taxation, and two persons appointed by the governor with the advice and consent

O
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6 of the council, to serve for three years from the first
7 day of June in the current year. At the expiration
8 of the term of any appointive member the governor
9 with like advice and consent, may appoint a succe;
10 sor for a term of three years, if the board is not
11 theretofore dissolved by act of the general court.
12 In case of the absence or disability of the director
13 of accounts, the commissioner of corporations and
14 taxation may designate a competent employee in the
15 division of accounts to serve as a member of said
16 board. The governor with like advice and consent
17 shall, from time to time, designate one of the mem18 bers as chairman, shall fix the compensation of the
19 appointive members, may remove any such member,
20 and shall fill any vacancy in the appointive member-21 ship of the board for the unexpired term. The
22 action of any two of the members shall constitute
23 the action of the board; and whenever any action
24 by the board is required by this act to be in writing,
25 such writing shall be sufficient when signed by any
26 two of the members. The board shall make an annual
27 report in January of each year to the general court.
28 The board shall organize immediately upon its ap
29 pointment, but it shall be allowed no expenses and
SO its appointive members shall receive no compensa
31 tion until and unless, pursuant to section tw 7 0, the
32 board begins to exercise supervision over the affairs
13 of a
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city or

town.

Section 2. Upon a petition in equity filed in
the supreme judicial court for Suffolk county
by the mayor of a city, or by the city council c
city if authorized by a two thirds vote thereof, or
by the selectmen of a town, (b) by the holder c
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bond or note of a city or town, the principal
of or the interest on which has not been paid, when
due, (c) by five per cent of the registered voters in
a city or in a town having a population of ten thousand or more, or (d) by ten per cent of the total
number of registered voters of a town having a
population of less than ten thousand, the court may
enter a decree directing the board to assume supervision over the financial affairs of such city or town
and to exercise therein the powers granted to the
board by this act, if the court finds that such city
or town has failed for three successive weeks to pay
ten per cent of its officers and employees the salaries
or wages due them, or that for ninety days after
demand it has failed to satisfy a final judgment or
order for the payment of money entered against it
by a court or board having jurisdiction, or that it
has been in default for ten days or more in the payment of the principal or interest of any of its bonds
or notes, and if in addition, in the judgment of the
court, such city or town is unable or unwilling to
meet its obligations as they fall due. The petition
shall name such city or town as defendant and shall
set forth specifically and in detail the names and
addresses of the petitioners, the capacity in which
they petition, the reasons for filing the petition, and
such other facts and allegations with respect to the
financial affairs of the city or town and its ability
to meet its debts and obligations as they come
due, as may be pertinent. The petition shall state
the name and address of a person upon whom service may be made in behalf of all the petitioners of
all papers, notices, orders, and motions in connection
with the proceedings. Notice of the filing of the
any
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40 petition shall be given to the city or town by service
41 of the same at least twenty-four hours prior to the
42 return day thereof, in the case of a city upon the
43 mayor and the treasurer thereof, and in the case of
44 a town, upon any one of the selectmen; or such
45 other notice may be given as the court may order.
46 Upon the return day, which shall not be more than

47 ten days after the filing of the petition, the city or town
48 shall file an answer to the petition, and the court
49 shall forthwith proceed to hear in summary manner
50 the issues raised by the petition and answer, expedit51 ing the proceedings so far as practicable. If an
52 appeal is taken from such a decree, the board,
53 pending the decision of such an appeal shall proceed
54 to carry out the provisions of the decree in accord55
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ance with the provisions of this act.

At any time
and regardless of the existence of conditions which
would warrant the commencement of proceedings
before the supreme judicial court for Suffolk county
as hereinbefore provided, a town by vote of the
town at a regular or a special town meeting called
for the purpose, or a city by vote of its city council
with the approval of its mayor, may request the
board to exercise supervision over its financial
affairs in the same manner as if the supreme judicial
court had entered a decree in accordance with this
section, and thereupon the board, with the approval
of the governor and council, may proceed to exercise
supervision over the financial affairs of such city
or town in accordance with the provisions of this
act. . This section shall not apply to the city of

71 Boston.
1
9

Section 3. The word “town” as used in this and
in the following sections and as applied to a town or
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3 an officer, agent or employee thereof shall include
4 city, and shall be construed as referring only to a
5 city or town over the financial affairs of which the

6 board is authorized to exercise supervision in ac-7 cordance with the provisions of this act. The word
8 ‘‘town” shall not include the city of Boston.
1
2

3
4

5
6
7
8
9
10
11
12
13
14
15
16
17
18
-19
20
21

22
23

24
25

26
27
-28

Section 4. The board may employ such experts,
counsel and other assistants, including an agent in
charge of the affairs of each town over the financial
affairs of which it exercises jurisdiction, none of
whom shall be subject to chapter thirty-one of the
General Laws, and may incur such other expenses
as it may deem necessary. A sum sufficient to cover
the proportion of the compensation of the appointive
members of the board to be attributable to each town
and such further sum as the board shall certify as
necessary for its expenses with respect to such town,
including a fair apportionment of all general expenses
of the board, shall be appropriated each year by each
such town and shall be paid by each such town upon
the requisition of the board. The board shall have
the same right to incur expenses in anticipation of
its appropriation as if it were a regular department
of said town; and in the event that no such appropriation shall be made, the board may expend in
any one year a sum not exceeding in the aggregate
the compensation of its appointive members and its
necessary expenses as certified by it as aforesaid.
Each such town shall provide appropriate offices and
quarters for the use of the board and of such of its
assistants as it shall designate. In anticipation of
the appropriation of funds for the expenses of the
board in accordance with the provisions of this section there may be advanced from the treasury of the
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the sum of twenty-five thousand
dollars to be expended for the necessary expenses
of the board incurred prior to January first, nineteen
hundred and thirty-three subject to the approval of
the governor and council. A proportionate part of
any sums so expended shall be included in the
amount which the board certifies to each town as
necessary 'for its expenses during the year nineteen
hundred and thirty-three and the same shall be
appropriated and raised by such town as provided
in this section, and the commonwealth shall be reimbursed for any amounts theretofore expended by it
and properly attributable to such town.
Section 5. In each town it shall be the duty of
the board so to regulate and control the borrowings,
appropriations, and expenditures by the town as to
enable it to meet its obligations when due and to this
end the board shall have full power to limit and re-

5
-6 duce the expenditures of the town, including expendi-7 tures from appropriations made prior to the decree of
8 the supreme judicial court, and shall require and
9 enforce the prompt and efficient collection of taxes
10 and other sums due to the town. No debt shall be
11 incurred in any such town except with the approval
12 of or upon the recommendation or requisition of the
13 board, which approval, recommendation or requisi-14 tion shall be in writing. No department of such town,
15 including, without limiting the generality of the fore-16 going, the school and welfare departments, shall ex-17 pend any money or incur any liability except with the
18 written approval of the board; provided that the
19 board or its agent duly authorized thereto may at
20 any time and from time to time authorize in writ-
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21 ing any department of said town to make expen29

ditures

or incur liabilities without such approval

23 until further notice from the board. The board
24 may make recommendations in writing to the select25 men, the city council, the school committee, the
26 board of public welfare, and all other commissions,

27 boards, committees, and officers having charge of
28 any of the town’s affairs. The board shall have
29 power to call upon the state commissioner of public
30 welfare and the commissioner of state aid and pen31 sions to make investigations as to the administration
32 of public welfare relief of all sorts in any such town,
33 and it may require the attorney general to give to it
34 his opinion on matters of law connected with its
35 duties. Sections thirty-seven to forty-four, inclusive,
36 of chapter forty-three of the General Laws or any
37 other like provisions contained in any city charter
38 shall not apply to acts of a city council in adopting
39 recommendations of the board. Section thirty-one
40 of chapter forty-four of the General Laws shall apply

41 to all departments of any towm, including, without
42 limiting the generality of the foregoing, its welfare
43 and school departments; and further said section
44 shall be construed to prohibit the incurring of liabili45 ties by its police department, by its fire department,
46 or by its school department for salaries or compensa47 tion of any person serving in the department, in
48 excess of the appropriation or item appropriating
49 money for such purpose, notwithstanding the com50 mon law or any provision of statutory law to the
51 contrary.

Section 6. The board may, from time to time
2 appoint in each town an auditor or accountant,
1

s
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3 treasurer, a collector, the whole membership of the
4 board of public welfare, and of the board of assessors,
5 which appointees shall severally hold their respective
6 offices, and be subject to removal, at the pleasure of
7 the board. The same person may be appointed to
8 the positions of treasurer and of collector. It shall,
9 from time to time, fix the compensation of such
10 officers, which shall be appropriated each year and
11 paid by said town upon the requisition of the board.
12 The persons lawfully holding such offices in any
13 town over whose affairs the board is authorized to
14 exercise supervision shall continue to hold the same
15 until their successors are appointed as herein pro-16 vided and shall have qualified as required by law.

1 Section 7. Notwithstanding any provision in the
2 statutes to the contrary, no abatement of a tax shall
3 be granted by the assessors of any town in excess of
4 five hundred dollars, except with the approval in
5 writing of the board. The board may rebate any and
6 all taxes and charges upon property purchased or
7 taken by the town for non-payment of taxes and may
8 order the release to any person, firm or corporation
9 having an interest in such property, or their heirs or
10 assigns, of all its right, title and interest in any such
11 property, upon such terms and conditions as it may

12 deem advisable, which release when signed by the
13 chairman of the board shall discharge the lien or
14 interest so acquired. The board may order the
15 assessors to abate taxes to such extent as it may

16 determine them to be excessive or uncollectible, but
17 nothing herein contained shall abridge the rights of
18 taxpayers to seek abatements as provided by law.
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Section 8. For the purpose of enabling the board
to
2
perform its duties hereunder, it shall have power
3 to require the attendance and testimony of witnesses
4 and the production of all books, papers, contracts and

documents relating to the affairs of said town or
6 which may be material in the opinion of the board to
7 the performance of its duties. Such witnesses shall
8 be summoned in the same manner and be paid the
9 same fees as witnesses in civil cases before the courts.
10 Witnesses may be represented by counsel, who may
11 offer additional testimony by consent of the board.
12 The chairman, or any other member or any duly au-13 thorized agent of the board, may administer oaths to
14 or take the affirmation of witnesses appearing before
15 it, and the board may prescribe reasonable rules and
16 regulations for the conduct of hearings and the giving
17 of testimony either before it or before its duly author-18 ized agents.
5
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Section 9. If any person so summoned and paid
shall refuse to attend, or to be sworn, or to affirm, or
to answer any question, or to produce any book,
paper, contract or document pertinent to the matter
of inquiry in consideration before the board, a justice
of the supreme judicial court or of the superior court,
in his discretion, upon application by the board or
any member or agent thereof, authorized thereto by
vote of the board, may issue an order requiring such
person to appear before the board, and to produce
such books, papers, contracts and documents and to
give evidence touching the matter in question. Any
failure to obey such order of the court may be punished by such court as a contempt thereof.

10
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Section 10. Any person so summoned and paid
who shall refuse to attend, or to be sworn, or to affirm, or to answer any question, or to produce any
book, paper, contract or document pertinent to the
matter of inquiry in consideration before the board,
and any person who wilfully interrupts or disturbs,
or is disorderly at, any hearing of the board shall be
punished by a fine not exceeding fifty dollars, or by
imprisonment for not more than thirty days, or by
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Section 11. Upon application by the board to
any justice of the supreme judicial court or of the superior court, the said justice may issue a commission
to one or more competent persons in another state for
the examination of a person without this commonwealth relative to any matter within the scope of the
said investigation or of this act. The testimony of
such person may be taken by open commission, or
otherwise under the procedure, so far as the same may
be applicable, provided by section forty-two of chapter two hundred and thirty-three of the General
Laws, and the said justice may issue letters rogatory
in support of said commission.

Section 12. Nothing in this act shall be con1
strued
to compel any person to give any testimony or
-2
3 to produce any evidence, documentary or otherwise,
4 which may tend to incriminate him.
1

Section 13. (a) The board appointed under
2 section one is hereby created a body corporate and
3 in its corporate capacity it shall be known as the
4 Emergency Municipal Finance Corporation. The
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principal office of the corporation shall be located in
Boston. The corporation shall be fully organized
t
and qualified to do business upon filing with the
8 secretary of the commonwealth the by-laws and
o

6

9

regulations adopted for its management in accord10 ance with the provisions of section six of chapter
11 one hundred and fifty-five, together with an attested
12 copy of the minutes of the first meeting of its board
13 of directors as hereinafter constituted. No further
14 act of organization shall be required. The corpora15 tion shall have a capital stock of fifteen million dol16 lars, divided into shares each of one hundred dollars
17 par value, all of which shall be subscribed for by the
18 commonwealth. Payment for the shares shall be
19 subject to call in whole or in part by the board which
20 shall serve as the board of directors of the corpora21 tion. The corporation shall continue in existence
22 until August first, nineteen hundred and thirty23 seven, unless dissolved by act of the general court
24 prior to that date. Receipts for payments by the
25 commonwealth on account of such stock shall be
26 issued by the chairman of the board and shall be
27 evidence of the stock ownership of the common28 wealth. The corporation in addition to the powers
29 expressly conferred upon it by this act, shall have
30 the powers defined in sections six and eight of said
31 chapter one hundred and fifty-five; except that
32 nothing in said sections contained shall authorize
33 the payment of any compensation to members of
34 the board in addition to any amounts payable to
35 them by virtue of section one of this act. The cor36 poration may select, employ, and fix the compensa37 tion of such agents, employees, and attorneys as
38 shall be necessary for the transaction of the business
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of the corporation without regard to the provisions
of any statute of the commonwealth applicable to
the employment and compensation of officers or
employees of the commonwealth.
(6) There is hereby appropriated from the general
funds of the commonwealth the sum of fifteen million dollars for the purpose of making payments upon
such subscriptions to the stock of the corporation.
The state treasurer, to meet such subscriptions,
upon the request of the board with the approval of
the governor and council, shall borrow’ on the credit
of the commonwealth such sums not exceeding in
the aggregate fifteen million dollars, as may from
time to time be required, and may issue and renew
notes of the commonw'ealth, carrying such rates of
interest as the state treasurer may fix, with the approval of the governor and council; such notes,
whether original or renewal, to be payable not later
than July first, nineteen hundred arid thirty-seven.
Such notes shall be signed by the state treasurer,
approved by the governor, and countersigned by the
comptroller. All sums necessary to meet said notes
or renewals shall be paid either from funds obtained
by the redemption of the stock of the corporation
as hereinafter provided or shall be raised by taxation
in the year in which such notes become due. Said
notes and renewals thereof shall be general obligations of the commonwealth.
(c) The corporation, upon such terms and conditions as it may deem proper, may lend to any towm
as defined in section three, such amount as it may
deem necessary to enable the town to pay the principal and interest of its outstanding notes and bonds
as the same fall due, receiving from such town a note
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73 or notes for the sum so lent payable at such time not

74 later than July first, nineteen hundred and thirty75 seven as the corporation may determine, with inter76 est thereon at a rate one per cent in excess of the
77
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rate of interest at which the commonwealth has most
recently theretofore borrowed by virtue of the
authority contained in sub-section (b ) hereof or one
per cent in excess of the then current rediscount rate
of the Federal Reserve Bank of Boston, whichever
rate is higher. Each such note, which shall be a
general obligation of said town, shall be secured by a
pledge of all receipts from the collection of taxes
assessed by such town in the calendar year of the
issue of such note and in years prior thereto, so far
as such receipts are not required to pay appropriations made prior to the date of such note from such
revenue, ratified and approved by the board, or to
repay loans lawfully issued in anticipation of such
receipts and still outstanding at the time of the loan
to such town by the corporation, and also by a pledge
of all amounts on deposit to the credit of such town
with any national banking association in the possession of the comptroller of currency of the United
States of America or with any trust company in the
possession of the bank commissioners. The corporation may sell, transfer or negotiate such notes,
with the approval of the governor and council, but
all indorsements of such notes by the corporation
shall be without recourse. The board or the state
treasurer may exercise any of the measures or remedies provided in section fourteen in order to ensure
payment of such notes, whether the same be held by
the corporation or by a transferee or indorsee thereof.
(d) At any time the corporation may redeem the
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107 whole or any part of its fully paid shares by repay108 ing to the commonwealth the par value of such

On August first, nineteen hundred and
109 shares.
no thirty-seven, after the payment of all debts of the
11l corporation, if the corporation has not been dis112 solved theretofore, all of the stock then outstanding
113 shall thus be redeemed. If the assets of the cor114 poration are insufficient to redeem all of the shares,
115 or if the corporation cannot be liquidated completely
116 by August first, nineteen hundred and thirty-seven,

117 all of the assets shall be transferred to the common118 wealth. The state treasurer shall then proceed to
119 collect all of such assets as promptly as possible and
120 to liquidate the corporation subject to the approval

121 of the governor and council. If any notes or other
122 obligations of towns are among such assets, the
123 treasurer shall forthwith assess, in the manner pro124 vided in section fourteen, in each such town a special
125 tax in a sum sufficient to ensure that the principal
126 and interest due upon all such notes or other such
127 obligations of said town shall be paid prior to Jan128 uary first, nineteen hundred and thirty-eight. Any
129 balance remaining in the treasury of the corporation
130 after the payment of all its debts and after the re131 demption of all its outstanding stock shall be paid
132 to the commonwealth and become a part of its general
133 funds.

1
Section 14. So long as the board continues to
2 exercise supervision over the financial affairs of any

3 town in accordance with the provisions of this act,
4 such town, subject to the approval of the board as
5 provided in section five, may borrow in anticipation
6 of revenue in the manner and to the amount author-
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ized by chapter forty-four of the General Laws. If
8 any such town is unable to pay such loans, any
9 loans made to the towns by the Emergency Munici10 pal Finance Corporation created by section thirteen,
11 or the principal and interest upon any of its bonds
12 when the same become due, the state treasurer, at
13 the request of the board, shall issue his warrant
14 requiring the assessors of such town to assess forth15 with a special tax in such sum as will be sufficient
16 in the opinion of the board to meet all notes and
17 other obligations of the town as they come due.
18 Such special tax shall be collected and paid to the
19 state treasurer in the same manner and subject to
20 the same penalties as state taxes and from the pro21 ceeds of the tax, the state treasurer shall pay such
22 outstanding notes of the town then overdue as the
23 board may direct, and thereafter any balance shall
24 be paid to tne town treasurer. The amount of any
25 balance repaid to the town may, with the approval
26 of the commissioner of corporations and taxation
27 and of the board, be used to reduce the tax levy
28 next succeeding. So long as any note of any town
29 remains outstanding, unpaid, and overdue, the state
30 treasurer may at the request of the board withhold
31 from any amount due from the commonwealth to
32 such town, such sum as may be necessary to pay
33 such notes and the interest thereon as they fall due
34 and may apply the sums so withheld to the payment
35 of such notes as the board may direct. With the
36 approval of the board, and in a manner not incon37 sistent with the provisions of any obligation of the
38 town issued to the Emergency Municipal Finance
39 Corporation under the provisions of section thirteen,
40 any such town may refund or extend from time to
t
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41 time for a period not extending beyond December
42 thirty-first, nineteen hundred and thirty-three, reve-

-43 nue loans issued on account of the revenue of the
44 year nineteen hundred and thirty-one and outstand-45 ing at the time the board begins to exercise super-46 vision over the financial affairs of such town. None
47 of the receipts from the collection of taxes assessed
48 by such town for the year nineteen hundred and
49 thirty-one and prior years shall be appropriated for
50 any purpose other than for the payment of liabilities
51 of such town outstanding on January first, nineteen
52 hundred and thirty-two.
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Section 15. The provisions of this act shall be
incorporated by reference in the terms and conditions of all notes issued under authority hereof and
shall constitute an essential part of the contract or
agreement of the town with the holders thereof
and until all of said notes, together with interest
thereon, shall have been paid in full or a sum sufficient for such payment shall have been set aside
and deposited in trust therefor, the powers and
duties of the board as herein specified shall not be
diminished or abrogated except upon petition of or
with the approval of the board. Nothing in this act
contained, however, shall be construed as imposing
upon the commonwealth any obligation to pay any
note of any town. The notes issued under authority
of this act if otherwise negotiable shall not be rendered
non-negotiable by anything in this act contained.
The board, the mayor or the city council of any
city over the financial affairs of which the board
exercises jurisdiction, or the selectmen of any such
town, at any time may apply to the supreme judicial
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court for Suffolk county for an order directing the

23 board to cease to exercise supervision over the affairs
24 of such town. Notice of each such application and
25 of the date set for a hearing thereon shall be served
26 upon the board, the mayor of the city, the selectmen

27 of the town, and upon the director of the division of
28 accounts and shall be published once a week for two
29 successive weeks in a newspaper having general cir30 culation in such town. After hearing, if the court
31 shall find that the town is able and willing to meet
32 its obligations as they become due and that no notes
33 payable to the Emergency Municipal Finance Cor34 poration or issued by the town under the provisions
35 of section fourteen remain outstanding and unpaid
36 or unprovided for, the court shall enter a decree
37 directing the board to cease to exercise supervision
38 over the financial affairs of such town. Pending the
39 final decision of any appeal from such a decree, the
40 court may in its discretion suspend the operation of
41 such decree. In the case of any town which in ac-

42 cordance with the provisions of section two has
43 voted to ask the board to exercise supervision over
44 its financial affairs, the board, at any time after the
45 payment of all notes issued by said town to the
46 Emergency Municipal Finance Corporation, may by
47 vote of a majority of its members with the approval
48 of the governor and council, cease to exercise super49 vision over the financial affairs of such town, if it
■5O shall determine that such town is able and willing to
■5l meet its obligations as they become due.

Section 16. If any part, clause, subdivision or
‘2 section of this act shall be declared unconstitutional
.3 the validity of its remaining provisions shall not be
1
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4 affected thereby. On and after the date upon which
5 the board begins to exercise supervision over the
6 financial affairs of any town as provided in section

7 two until it ceases to do so as provided in section
8 fifteen, the operation of all acts and portions of
9 acts inconsistent herewith shall be suspended in such
10 town.

Section 17. The provisions of section two of
2 this act shall not be operative after June first, nine-3 teen hundred and thirty-five.
1

