
No. 1281HOUSE

By Mr. Nelson of Boston, petition of the Real Estate Owners’ and
Tenants’ League relative to indebtedness of cities and towns and of
certain districts and to the funding of the same. Municipal Finance.

In the Year One Thousand Nine Hundred and Thirty-Seven.

An Act in Reference to Indebtedness of Cities, Counties,
Boards of Education, Towns, School Districts, Met-
ropolitan and Other Municipalities, and providing
for the Funding of the Same and prohibiting the
Drawing of Warrants or Making of Contracts under
Certain Circumstances, and providing Penalties for
the Violation of this Act.

1 Whereas, The deferred operation of this act would
2 tend to defeat its purpose, therefore it is hereby
3 declared to be an emergency law, necessary for the
4 immediate preservation of the public convenience.
Be it enacted by the Senate and House of Repre-

sentatives in General Court assembled, and by the
authority of the same, as follows:

1 Section 1. The following words, terms and
2 phrases, when used in this act, shall, for the purpose
3 of this act, have the meanings respectively ascribed
4 to them in this section, except in those instances
5 where the context clearly indicates a different mean-
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6 ing: (a) “Municipality” shall be construed and
7 held to mean county, town, city, school com-
-8 mittee, board of education, school district, metro-
-9 politan district, and other similar political sub-

10 division or taxing district of the state. ( h ) The
11 words “governing body” shall be construed and
12 held to mean board of county commissioners of any
13 county, board of selectmen of any town, mayor and
14 councilmen or board of commissioners of any city,
15 board of education of any city, school board of any
16 school district, and other governing board or board
17 of a municipality having authority under the laws
18 of this state to create indebtedness against the mu-
-19 nicipality. (c) The word “person” shall be con-
-20 strued and held to mean persons, partnerships,
21 associations, and corporations. (d) The word
22 “claim” shall be construed and held to mean any
23 claim arising on contract express or implied, or a
24 claim determined by final judgment, but shall not
25 include claims arising from alleged tort or negligence
26 on the part of the municipality.

1 Section 2. All municipalities are required to
2 pay or refinance their valid indebtedness as in this
3 act provided, in the manner and at the times herein
4 set forth, and to contract no indebtedness after
5 August thirty-first, nineteen hundred and thirty-
-6 seven, except as herein provided. It is hereby de-
-7 dared that the purpose of this act is to provide for
8 the funding and payment of all legal debts and obliga-
-9 tions except present bonded indebtedness of all

10 municipalities and for the future conduct of the
11 financial affairs of such municipalities upon a cash
12 basis.
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1 Section 3. On or before the first day of Septem-
-2 ber, nineteen hundred and thirty-seven, the governing
3 body of any municipality having outstanding in-
-4 debtedness other than bonded indebtedness, shall
5 make and compile, or cause to be made and compiled
6 a full, complete and detailed financial statement
7 containing at least the following information as to
8 the financial condition of the municipality as of
9 August thirty-first, nineteen hundred and thirty-

-10 seven:
11 (a) Amount of registered warrants and accrued
12 interest thereon classified by funds and years of
13 issue.
14 ( b ) Amount of overdrawn funds other than bond
15 funds for which a tax levy was made for the current
16 tax year, showing each fund and amount of its over-
-17 draft separately.
18 (c) Amount of overdrawn bond funds, and funds
19 which later should be transferred to bond funds
20 listed in such a manner that the net overdraft of
21 all such funds is shown.
22 id) Amount of all overdrawn funds for which
23 no tax levy was made for the current year, showing
24 each fund and the amount of its overdraft separately.
25 (e) Amounts collected by tax levy for sinking
26 funds but which were expended for purposes other
27 than that for which the tax was levied.
28 (/) Amounts of all valid claims against the munic-
-29 ipality for services rendered or materials furnished
30 prior to the close of business on the last day of August,
31 nineteen hundred and thirty-seven, for which no
32 warrant, check, or other form of payment of indebted-
-33 ness has been issued, showing each separately, giving
34 date, name of creditor, nature of claim and amount.
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35 (g) Amounts of all other indebtedness of such

36 municipality not secured by bonds and not enu-

-37 merated above which were valid obligations of the

38 municipality at the close of business on the last day

39 of August, nineteen hundred and thirty-seven, giving

40 date, the name of the creditor, a short statement
41 of what the indebtedness is for and the amount of

42 each such indebtedness.
43 In addition to the foregoing statement of debits,
44 a statement of all moneys on hand, where and how

45 kept and of all moneys accruing or which shall accrue

46 to the municipality from any source whatsoever

47 (except taxation) before November first, nineteen

48 hundred and thirty-seven, and an estimate showing

49 the amount of taxes uncollected, delinquent and in

50 process of collection which should be paid before

51 November first, nineteen hundred and thirty-seven.

52 The clerk and treasurer respectively of each mumc-

-53 ipality and any other officer of such municipality

54 of whom the governing body shall request any m-

-55 formation shall promptly and accurately supply

56 the same to the governing body, all excuses and

57 delays set aside, over their signature and oath, so

58 that such statement may be prepared, posted ant

59 published on the first day of September, nineteen

60 hundred and thirty-three, as herein provided.

1 Section 4. The governing body of any mumc-

-2 ipality having any of the items of outstanding m-

-3 debtedness mentioned in section three hereof shall

4 on or before September sixth, nineteen hundred and

5 thirty-seven, post a notice in as many and at the

6 same places within its territory as were used for

7 voting places at the last general election, and at
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8 the office of its treasurer and clerk and at each school-
9 house and make publication of a similar notice in

10 a newspaper inside the county, qualified to print
11 legal publications, for three consecutive weeks, the
12 first publication being in the first issue for legal
13 publications of said paper subsequent to September
14 first, nineteen hundred and thirty-seven. Such
15 notice so posted and published shall contain not only
16 the complete financial statement herein required,
17 with full and complete totals and additions of the
IS several items, but shall state that on or before the
19 third Monday in October, nineteen hundred and
20 thirty-seven, a resolution will be duly passed and
21 proceedings instituted for the issuance and sale of
22 refunding bonds of such municipality to the amount
23 necessary to retire and discharge such indebtedness
24 existing on August thirty-first, nineteen hundred
25 and thirty-seven, with interest to November first,
26 nineteen hundred and thirty-seven, where interest
27 is payable, said bonds to be issued and sold in the
28 same manner as now provided by law for the issue
29 and sale of municipal bonds. Said notice shall like-
-30 wise contain the statement that any person claim-
-31 ing to be a creditor of such municipality whose claim
32 or demand is not shown upon such posted or pub-
-33 fished statement must present to the governing
34 body a duly verified voucher covering the said claim
35 or demand on or before September fifteenth, nineteen
36 hundred and thirty-seven, and such governing body
37 shall upon said date assemble for the purpose of
38 passing upon all claims so presented and shall either
39 allow or disallow the same. If allowed, such claims
40 shall thereupon be added to the list of indebtedness
41 to be liquidated and refunded; if disallowed the
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42 claimant shall have the right to appeal to the dis-
-43 trict court of the county by filing with the clerk
44 of the governing body a notice of appeal within
45 five days from the date of such disallowance and
46 thereupon said claim and all papers, records, and
47 other matters pertaining thereto shall forthwith
48 be certified by the clerk of the governing body to
49 the clerk of the district court of the county where
50 the same shall be docketed in one composite cause
51 for all appeals from said municipality and the district
52 court, without a jury, shall thereafter and between
53 the first and fifteenth days of October, nineteen
54 hundred and thirty-seven, summarily hear and de-
-55 termine all such appeals and render judgment thereon
56 which judgment shall be by the clerk of the district
57 court duly certified back to the clerk of such munic-
-58 ipality and the financial statement so posted and
59 published corrected and amended accordingly. All
60 claims not presented as above provided (except
61 unliquidated claims for damages) shall be barred
62 and shall no longer constitute a valid and existing
63 indebtedness of the municipality.

1 Section 5. No claims shall be listed upon or

2 included in said statement or posted or published
3 notice nor added thereto as amendments nor in-
-4 eluded in the final completed statement for payment
5 and liquidation except valid legal claims against
6 the municipality for which it is legally liable. If
7 any claims shall be included in said statement or

8 shall be allowed by the governing body which are
9 not valid and legal claims and which are objected

10 to by any person, such objections shall likewise be
11 presented to the governing body at the meeting which
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12 is hereby required to be held and on that date such
13 objections shall be presented and decided by the
14 governing body; and from such decision any ten
15 taxpayers may appeal to the district court in the same
16 manner as appeals are provided in the case of claims
17 and demands and shall be by the district court clerk
18 docketed in the same composite cause as claims and
19 demands are docketed against any municipality,
20 and shall be presented to and heard by the district
21 court without a jury and decided and the judgment
22 certified back to the clerk of the municipality as
23 in the case of claims and demands.

1 Section 6. All matters appealed to the district
2 court must be decided by October fifteenth, nineteen
3 hundred and thirty-seven, and the decision cer-
-4 tified to the governing body on or before the seven-
-5 teenth of October, nineteen hundred and thirty-
-6 seven, and on the twentieth of October, nineteen
7 hundred and thirty-seven, said governing body
8 shall meet and shall amend and rectify such financial
9 statement in accordance with any judgment or

10 judgments of the district court and shall make and
11 post, as in the case of the first statement, amended
12 copies thereof and cause the same to be printed in
13 one issue of the same newspaper in which the origi-
-14 nal published notice was printed. An appeal may
15 be taken from the decision of the district court in
16 the same manner as appeals in civil cases, and in
17 the event any appeal is taken the claim or claims
18 involved in such appeal shall not be included in the
19 amount of indebtedness for which bonds are to
20 be issued, but no injunction or other proceedings
21 shall be had to stay the issuance of such bonds pend-
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22 mg the determination of said appeal; and, if upon
23 final determination of said appeal, the claim or
24 claims against the municipality shall be allowed,
25 such municipality shall, and it is hereby authorized,
26 to issue additional bonds under the provisions of
27 this act to fund the claim or claims so allowed.

1 Section 7. Any municipality which has com-
-2 plied with all the provisions of this act is hereby
3 authorized to fund such indebtedness (viz., the
4 indebtedness as shown on the final published state-
-5 ment of the municipality), including the accrued
6 interest thereon, if any, to November first, nineteen
7 hundred and thirty-seven, and to issue bonds of the
8 municipality for the purpose of paying or refinanc-
-9 ing said indebtedness.

1 Section 8. All bonds issued under the provisions
2 of this act shall bear interest at the rate of not more
3 than four per cent per annum, and shall be issued
4 in denominations of fifty dollars or more and shall
5 run for not less than two nor more than fifteen years,
6 and shall mature serially in annual installments
7 of approximately equal amounts. Such bonds shall
8 be issued and sold in the same manner as provided
9 by law for other municipal bonds; or the governing

10 body of the municipality may use said bonds with-
-11 out sale, in payment of any of the indebtedness for
12 which the same were issued as hereinafter provided.
13 None of the debt or bond limitations provided by
14 law shall apply to bonds issued under this act.

1 Section 9. Immediately upon the sale of such
2 bonds and the receipt by the treasurer of the munic-
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3 ipality of the proceeds thereof, the governing body
4 shall proceed forthwith to pay off and discharge
5 all of the indebtedness of such municipality as shown
6 upon its final published statement, to the end that
7 such municipality may, after September first, nine-
-8 teen hundred and thirty-seven, operate on a cash
9 basis, without other indebtedness or liabilities, except

10 that covered by bonds previously issued under the
11 provisions of this act and this act shall be liberally
12 construed for the achievements of such objectives.
13 The proceeds of the sale of such bonds shall be used
14 for the sole purpose of paying off and discharging
15 the indebtedness of the municipality as shown upon
16 its final published statement, and any balance re-
-17 maining in the hands of the treasurer of the mu-
-18 nicipality after paying off and discharging such in-
-19 debtedness shall be applied to the payment or
20 retirement of said bonds and interest.

1 Section 10. If the governing body of any
2 municipality shall desire to use said bonds directly
3 in payment of all or any part of the indebtedness
4 to pay and retire which the same were issued, instead
5 of selling the same and paying the said indebtedness
6 in cash, it may proceed to do so in the following
7 manner. A resolution shall be adopted by the
8 governing body and spread at length upon its journal,
9 which resolution shall show its determination to

10 pay debts by bonds instead of cash, the name of the
11 creditor or creditors to be so paid, with the amount
12 of their respective claims, and any numbers or other
13 identifications thereof; the amount in bonds to be
14 issued to each of said creditors, together with the
15 numbers, dates, maturities and denomination of
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16 the bonds to be delivered to each of said creditors.
17 Said bonds for the purpose of paying debts shall bear
18 interest at the rate of not more than four per cent per
19 annum and shall be computed at their present worth
20 at date of delivery, which shall be the par value
21 thereof, plus accrued interest, and the same may be
22 exchanged in payment and liquidation of indebted-
-23 ness, dollar for dollar, and not otherwise, unless by
24 separate agreement the creditor shall be willing to
25 take less in payment of his claim and debt than the
26 face value thereof. Any bonds used or disposed

27 of in payment of debts shall be noted upon the bond
28 register of the municipality, of the county clerk,
29 and a minute thereof sent to the state auditor for
30 notation on his register, showing the serial numbers
31 of said bonds, the name of the creditor to whom
32 delivered, and the amount of his claim thus paid.
33 Where bonds are thus delivered to any creditor in
34 discharge of debt, which is evidenced by any writing
35 such as warrants, accounts or contracts of the mu-

36 nicipality, all such warrants, contracts or writings

37 shall be surrendered to the governing body simul-
-38 taneously with the delivery of such bonds in pay-

-39 ment thereof, duly marked cancelled and paid, and

40 such cancellation and payment shall be noted upon

41 all other records of the municipality concerning the

42 same. If such bonds are delivered in payment of

43 indebtedness not evidenced by any writing except

44 the voucher and/or claim of the creditor, such
45 voucher and claim shall be marked paid in full b>
46 the creditor and proper notations thereof made on

47 all records of the municipality concerning the same.

1 Section 11. The governing body of any munic-
-2 ipality which issues any bonds under the provisions
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3 of this act is hereby authorized to make the neces-
-4 sary tax levies on all the property in such municipality
5 which is taxable under the laws of this state, to pay
0 such bonds and the interest thereon; provided,
7 that any money derived from taxes payable prior
8 to November first, nineteen hundred and thirty-
-9 seven, distributable to the funds against which

10 indebtedness has been refunded, may be applied
11 to the payment or retirement of said bonds and
12 interest or may be set up in the same fund for which
13 it was originally levied and used for the current
14 expenses thereof. Such funds so set up shall be-
-15 come and constitute operating funds to which shall
16 be added all income for said funds after November
17 first, nineteen hundred and thirty-seven, and from
18 which all legal charges against said respective funds
19 shall thereafter be made; and such funds shall not
20 be construed as constituting “surplus funds” in
21 determining the amount to be levied in any suc-
-22 ceeding year.

1 Section 12. Unless otherwise provided in this
2 act, it shall be unlawful after September first, nine-
-3 teen hundred and thirty-seven, for the governing
4 body of any municipality to create any indebtedness
5 in excess of the amount of funds actually on hand
6 in the treasury of such municipality at the time
7 for such purpose, or to authorize the issuance of
8 any order, warrant, or check, or other evidence of
9 such indebtedness of such municipality in excess

10 of the funds actually on hand in the treasury of
11 such municipality at the time for such purpose.

1 Section 13. Unless otherwise provided in this
2 act, it shall be unlawful after September first, nine-
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3 teen hundred and thirty-seven, for any member
4 of any governing body of any municipality to
5 knowingly vote for or in any manner aid or promote
6 the passage or adoption of any order, motion, ordi-
-7 nance, resolution, legislation or other act of said
8 governing body, creating an indebtedness in excess
9 of the amount of funds actually on hand in the treas-

-10 ury of such municipality at the time for such pur-
-11 pose, or to knowingly vote for the drawing of any
12 order, warrant or check, or other evidence of such
13 indebtedness on the treasury of said municipality,
14 in payment of any such indebtedness, in excess of
15 the amount of funds actually on hand in the treasury
16 at the time for such purpose.

1 Section 14. Unless otherwise provided in this
2 act, it shall be unlawful after September first, nine-
-3 teen hundred and thirty-seven, for the clerk or secre-
-4 tary of any governing body of any municipality
5 to knowingly issue, attest, sign or countersign any

6 order, warrant, check or other evidence of indebted-
-7 ness, on the treasury of the municipality, in payment
8 of any indebtedness of such municipality created
9 by the governing body of such municipality in excess

10 of the amount of funds actually on hand in the treas-
-11 ury of such municipality at the time for such purpose.

1 Section 15. Unless otherwise provided in this

2 act, it shall be unlawful after September first, nine-
-3 teen hundred and thirty-seven, for the treasurer
4 of any municipality to knowingly pay any order,

5 warrant, check or other evidence of indebtedness
6 out of the treasury of such municipality in excess
7 of the amount of funds actually on hand in the treas-
-8 ury at the time for such purpose.
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1 Section 16. The provisions of this act shall not
2 apply to contracts and indebtedness created, the
3 payment for which has been authorized by a vote
4 of the electors of the municipality, or where provi-
-5 sion has been made for payment by the issuance of
6 bonds as provided by law. The provisions of this
7 act shall not apply to expenditures made for munic-
-8 ipal owned and operated utilities. The provisions of
9 this act shall not apply to expenditures made in cases

10 of extraordinary emergencies such as relief to the
11 poor, the relief of destitution caused by famines,
12 floods, fires, pestilence, and vice major, in which case
13 temporary emergency expenditures in excess of current
14 revenue may be made up to twenty-five per cent of
15 the amount of money that can be raised by taxation
16 in any municipality for the current tax year under
17 the existing rates. Authorization for such expendi-
-18 ture must be obtained from the state tax commis-
-19 sion. The school committee or board of education
20 of any city, the school board of any school district,
21 may enter into contracts for teachers and other
22 necessary employees, and continue operating ex-
-23 penses in excess of the amount of funds actually
24 on hand for that purpose; provided, the total amount
25 payable under all such contracts in force shall never
26 exceed the amount actually expended for school
27 purposes for the last preceding fiscal year during
28 which school was conducted. It shall be unlawful
29 for any member of any school committee or board
30 of education of any city, school board of any school
31 district, to knowingly vote for or in any manner aid
32 or promote the entering into of any contract in viola-
-33 tion of the provisions of this section: provided fur-
-34 ther, that any municipality which, prior to January
35 first, nineteen hundred and thirty-nine, shall be unable
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36 to go upon or continue to operate upon a cash basis
37 as herein provided because of its inability to obtain
38 operating funds, may make written application to
39 the state tax commission hereinafter provided for
40 setting forth all the facts and may be granted a
41 special dispensation by the state tax commission
42 temporarily exempting it from compliance with the
43 provisions of sections twelve to twenty, both inclu-
-44 sive, of this act, and permitting such municipality to
45 issue its warrants under the provisions of existing
46 statutes under such limitations and restrictions as
47 the tax commission shall impose. Such applica-
-48 tion when made shall be signed by each member
49 of the governing body of said municipality, shall be
50 verified by one of them, and when filed, the tax cona-
-51 mission shall set a date for hearing thereon and cause
52 notice of such hearing to be given by publication
53 in a newspaper qualified to print legal publication
54 for such municipality, which notice shall also be
55 posted in at least five conspicuous places in such
56 municipality, and on the date set for such hearing,
57 all parties interested for or against the application
58 shall be heard by the commission. The commission
59 shall promptly pass upon said application and either
60 deny or grant the same in whole or in part and shall
61 make findings of fact in detail showing all of the
62 conditions, facts and circumstances upon which such
63 application is based, and upon which its ruling is
64 founded, and such finding shall be made a matter of
65 record in the office of the tax commission and be
66 copied at full length in the journal of the munic-
-67 ipality. No exemption hereunder shall extend be-
-68 yond January first, nineteen hundred and thirty-
-69 nine, and all indebtedness created under this excep-
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70 tion shall be paid from the first collection and dis-
-71 tribution of taxes after said date and all indebtedness
72 thus created shall be included in the next legal levy.

1 Section 16A. It shall be lawful for the govern-
-2 ing body to issue bonds to finance any project au-
-3 thorized subsequent to August thirty-first, nineteen
4 hundred and thirty-seven, only after reference to
5 the electors and a favorable vote of two thirds of
6 the number of votes cast by the electors on that
7 question.

1 Section 17. It shall be the duty of the clerk or
2 secretary of every governing body of every munic-
-3 ipality to keep a record of the amount of money
4 in the treasury and the particular fund in which
5 such money is deposited and to keep a record of
6 all contracts creating a liability against the munic-
-7 ipality, and a record of all indebtedness created
8 by the governing body, in which record there shall
9 be shown the date of the making of the contract or

10 the creation of the debt, the amount of the contract
11 or debt, the time payable and the particular fund
12 from which said payment is to be made, and the
13 said clerk or secretary shall, upon the request of
14 any member of the governing body of which he is
15 clerk or secretary, or at the request of any taxpayer
16 of such municipality or of any person desiring to
17 enter into any contract with the municipality or
18 who has any claim against the municipality, exhibit
19 such records to such person, and any member of the
20 governing body, and any person contracting with
21 the said municipality shall be chargeable with knowl-
-22 edge of what said records contain.
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1 Section 18. It shall be the duty of the treasurer
2 of every municipality to keep a record of the amount
3 of money on hand in the treasury, which record
4 shall show at all times the amount of money in each
5 particular fund, and each order, warrant, check or
6 other evidence of indebtedness, drawn on the treas-
-7 ury and paid, giving the date of payment, and said
8 treasurer shall, upon the request of any member
9 of the governing body of such municipality or at

10 the request of any person desiring to contract with
11 such municipality or who has a claim against such
12 municipality, exhibit such record to such person or
13 give such person a statement in writing, showing
14 the balances on hand in each of the funds of said
15 municipality, and each member of the governing
16 body and every person contracting with said munic-
-17 ipality shall be chargeable with knowledge of what
18 said records contain.

1 Section 18A. The tax commission herein noted
2 shall consist of the commissioner of corporations
3 and taxation, the treasurer and receiver general
4 and the auditor of the state with the treasurer and
5 receiver general as chairman.

1 Section 19. Any contract entered into between
2 the governing body of any municipality and any
3 person, which violates the provisions of this act,
4 shall be void, and any order, warrant, check or other
5 evidence of indebtedness drawn on the treasurer
6 of any municipality in violation of the provisions
7 of this act shall be void.

1 Section 19A. The levying of a tax by any munic-
-2 ipality which raises more money than is used or
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3 needed for the tax year shall not be the basis of a
4 protest by any taxpayer and all such protests shall
5 be of no force or effect.

1 Section 20. Any member of any governing body
2 of any municipality or any clerk or secretary or
3 treasurer of any governing body of any such munic-
-4 ipality who shall knowingly violate any of the provi-
-5 sions of this act shall be guilty of malfeasance in
6 office and shall, by such violation, be subject to be
7 removed from office and in addition any member
8 of such governing body or clerk or secretary or treas-
-9 urer of such municipality who shall violate any of

10 the provisions of this act, or neglect or refuse to
11 perform any duty herein imposed, shall be deemed
12 guilty of a misdemeanor, and upon conviction thereof
13 in a court of competent jurisdiction shall be subject
14 to a fine of not less than ten dollars or more than
15 one thousand dollars.

1 Section 21. Should the courts declare any sec-
-2 tion, clause or provision of this act unconstitutional,
3 the decision shall affect only the section, clause or
4 provision so declared to be unconstitutional, and
5 shall not affect any other section, clause or provision
6 of this act.

1 Section 22. This act shall take effect upon its
2 passage.








