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During the past two legislative sessions, the general court
passed twp significant laws that relate to mun cipal Indebtedness.

The first enactment was sdopted ag part of the state budget in
1980. It was conteined in the so-called "outside language?
section of Chapter 329 of the Acts of 1980 and was signed into
lew on June 25, 1980. The enactment created a new chapter
entitled "Chapter 44A. Qualified Bond Act® and is now a part
of the generel laws of the Commonwealth. ' S

The second enactment was adopted as part of the Proposition 2%
change law. This was contained in section B8 of Chepter 782 of
the Acts of 1981 and was signed into law on October 8, 1981.
This enactment created a new section within Chapter &4 entitled
"Section 194." It provides a mechanism to assist a city, town,
regional school district or any other speciasl purpose district
te aveid defaulting on any debt service obligation. This has
been discussed in a previous information guideline release
rendered by the Department of Revenue's Property Tax Buresue- -
sSee IwGoRo 82"20?0 ) ! o . S

This publication will briefly analyze the two aforementioned
enactments, The analysis will discuss the procedures as -
well as the attributes of each. In reviewing the following,
it is hoped that we will clarify a number of recent inquiries
end assist any entity in their decision regerding the possible
use of either authorization. . S :

Ve have alsc sttached o recommended form for application for
consideration regarding ilssuance of a "Qualified Bond® along
with & suggested checklist of supplemental information that
would assist the Emergency Finance Board in fulfilling its
investigating responsibilities. S

HARVEY J. BETH. DIRECTOR OF ACCOUNTS

r . . v _
FISCAL SEG WVICES SECTlQN. "HAROQOLD J. REGAN, Jr., AssisTANT CHIEF OF BUREAU
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Chapter &44A--"Qualified Rondg®

Qualified Bonds are available to any city, town or regicnal. =
school district. They may be issued for any legal borrowing
purpose or purposes &s authorized by a vote of the entity's
appropriation authority. : T I S

The procedure for issuing a qualified bond, as prescribed by
this statute, is s&s follows: ' o . -

1. The treasurer of the city, town or regional school district
files an spplication with the Emergency Finance Board., A
suggested application formet is attached to this publication.
The epplication is accompanied by a certified copy of the
origimal vote suthorizing the incurrance of the indebtedness
and a certified copy of the vote of the appropriate executive
board or office granting the treasurer authority to file the
epplication. o . : : o :

2. The Emergency Finsnce Board, immedistely upon receipt of
the application, will undertake the prescribed investigation,
either directly or through their own agent. ‘ C

3, If the fin@ings of tha investigation satisfactorily demon-

strate the entity's entitlement for & qualified bond issue, the

Board will then adopt & resolution suthorizing issueance thereon,

This must be done within sixty (60) days after submission of
- the application. ~ -~ =~ o B _

Lk, The Board, prior to adopting an affirmative resolution,

may require, In writing, certasin future debt restrictions or
other limitations that it deems necessery as a result of the
findings of the investigetion. Such restrictions or limits-
tions are binding upon the pelitical entity. The RBoard may "

not adopt a positive resolution until such limitation or restrice
tions are voted by the appropriate officisls. ' o :

These restrictions or limitations maga in the future, be
released by vote of the Board upon the request of the bond
issuer, if, upon further investigation, the Doard determines
such release is in the best interests of the issuer and will
net lmpair the security of the bond holder.

. o ) - "HARVEY J. BETH, DIRECTOR OF ACCOUNTS -
. FISCAL SERVICES SECTION = - OR OF AGGo :
DR . HAROLD J. REGAN. Jr. ASSISTANT CHIEF OF BUREAU
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5. Upon approval by the Board, the city, town or regional
school district may proceed with the issuance of the instru-
ments. Such debt securities must contain language, on their
face, that indicates they are issued pursuant under The pro- -
visions of Chapter &&A, Massachusetts Ceneral Laws, the
Qualified Bond Act.

6. Not withstanding any other provisions of the general laws,

the qualified bonds may be issued for & period of not less

than ten (10) years nor more than thirty (30) years from the
te of issuance. : cL

7. Temporary berrowings in anticipation of the issuance of
such qualified bonds are permitted as provided under Chapter
44, Sections 17 and 17A, as amended; provided, however, that
such notes are subject to such additional terms or conditions
as may be fixed by the Emergency Finance Board.: :

8. Within ten (10) days after the date of issue of the qualified
bonds, the local unit treasurer must certify to the state treasurer

the following:

a. The maturity schedules of the debt. issue
b. The interest rate or rates
¢, The debt service payment schedule.

9. From that point forward the state treasurer or his appointed .
agent shall become the payving agent for the full debt service

~on the gualified bonds. All such payments will automatically

be withheld by the state treasurer from the local unit's
distributable state aid and if required due to inefficiency

any other amounts payable by the State to said local governmen-
tal unit (as authorized by Chapter 58, Section 20 A of the
Massachusetts General Laws.)

Note-~the act provides that all costs accruing to the Commonwealth
as the result of such qualified bond issues, including adminis-
trative costs as well as loss of interest income shall be the
liability of the city, town or regional school district and
sh%li'be assessed in accordance with Chapter 539, Section 20,

N L] @ [ » ) ' '

' . HARVEY J. BETH, '
FISCAL SERVICES SECTION ~ ARVEY . BETH, DIRECTOR OF AC’.’G?UNTS
: s HAROLD J. REGAN, Jr., ASSISTANT CHIEF oF BUREAU
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Potential issuers and elders of qu&lifi@@ bonds &h@ul& be
aware of several Oﬁhﬁx im@@rt&nt f@%tu?@ﬁ cont&ineé wi%h&n
Chapter 444,

1. The Commonwealth does not guarantee that there will be
@ continuation of distributable aid or other payments to the
local g@?ﬁ?ﬁﬁ%ﬁﬁ&l units.

2. The C@mm@nwmalth does, hcwwver agree th&t as 1@&@ as the
distributable aid iz continued, it shall continue to be used
as provided for within the Act and that gualified bond holders
will continue to have first priﬁri ty to th@s@ funds,

3« The C@mmanw@alﬁh &s@@ not purpa@% t@ guarantee th@ g&y&@nﬁ
- of qualified bond nor does it pledge any of its credit or
asae%s as %@cwri+y thereof.

- The cit§ or town must continue to appropriate and i&clwﬁe
in the tax levy amounts necessary to pay the debt service
related to the bonds. Distributable aid withheld or to be
withheld and forwarded or to be forwarded to a ?&?iﬂg agent
will be certified by the state tressurer to the city auditor,

- town accountant, z@gional school district tr@&ggr@% or other
officers having similer duties. These amount are to be
cr@dit@é ageinst th@ appropriations.

In affect this calls for an a@guating @ntry %@ be made am% past@d
by the local accounting officer, as f@llew

Dr. Debt Service Appropriation - $rooex :
Cr. Estimated Receipts - $ooox

Distributable aid in the sum
of $ooot withheld by Stete Treasurer
for: payment cf Qualifieﬁ Ban&, '

Appropriations which are not fully offset by such ew@ditg must '
be used to pay the related maturing debt service,

p b4, Ssction 19A=--Use of State Aid for Bebt Service By
ities Unable to reet Their Obligations.

_ HARVEY J. BETH, DIRECTOR OF ACCOUNTS

B o :T 4
FISCAL. SERWC""% SECTION HAROLD J. REGAN, Jr., AS8ISTANT CHIEF OF BUREAU
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4, Upon receipt of the Commissioner of Revenue's certification,
payment will be made by the state treasurer, after approval ,

by the Governor and Council as authorized by Article XI of the
Conztitution of Massachusette. This payment will be made either
one business day ‘prior to the due date of the debt service or
within three days after the receipt of the cartification,

whichever is later, : - o ' '

Political units using Section 194 should be aware of certain
other features such as: ' ' L ‘

1. The Comnonweslth may charge them for any administrative
costs and any losses of interest income as a result of any . .
related actions therefore,

2. Any payments of debt service, as well as any other charges
made by the Commonwealth, are to be charged against the amounts
otherwise payable or becoming rayable from the state treasury
to the city, town or district. ' '

When the locel szcounting officer receives notification of such
aid withheld, he should made and post an entry, as follows:

Dr. Debt Service Appropriation xxex
Cr. Estimated Receipts oo

Amounts withheld by the
State Treasurer to cover
prayments from State-
Treasury under Chapter 44,
Section 194, '

Summary

The general court has recently adopted several enactments that
anable a city, town, regional school district and any other
district to utilize, under certain specific conditions, their
state ald to meet debt obligations.

: e , _ HMARVEY J. BETH, DIRECTOR OF AGCOUNTS
FISCAL SERVICES SECTION HAROLD J. REGAN. Jr., ASSISTANT CHIEF oF BUREAU
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The provisions of this section are available to & city, towm,
regional ‘schosl district or sny other district that is unable
to meet their debt obligations upon mesturity. Politicel sube
divisions that qualify, as explained within the section of
procedures below, will have their debi service paid by the
state treasurer from monies paysble or due to be payable from
the state treasury to the subdivision for the remsinder of the
fiserl yeéms, Furthermore, in the cese of insufficient sveilas-
bility, the state tressurer will continue te pay the amount
remaining in default, &3 soon as practicel in the next fiseal .
year, to the extent thet thers are monies payable or estimated
to be payable for that vear. o S .

The procedures for spplication of the provisions of seetion 194
gre as follows: ‘

1. A city, town or district {including s regional schocl -
district) treasurer may initiate the process if he/she thinks .
that they cannot or are likely not to be able to, in whole or
in part, meet & required msturing debt service obligaticn.

The treasurer must notify one of the following:

Zype of Goverament

ffice or Board to

City with a city ranager....ces.q..04ty manager

City without a 2ity meneger........psayor

Town with & town counclil..cosecs.cc.toWn manager or town councll

Town without & town counell..,...s.0080rd of selectimen

Regional school districteccecsescscragional district school con

Cther ‘tm @latrictececos feeoosaee s@ﬁ&ﬁ@:ﬁ%ﬁ;&l coamittee or
commisaioners

mitiee

2. If upon investigation, whather initiated by the tressurer
or not, the office or board listed in 1 sbove determines that
& payment of debt will not or ig likely not to be mede, such
official or board shall certify the defsult or potentisl .
default To the Commissioner of Revenue,

3. The Commissionsr of Revenue, upon receipt of certification
noted in atep 2, shall immediately investigate the circumstances.
If this investigation supports the local unit‘s contentionm,

the Commisasioner of Revenue will certify the inability, the
amount of the due or overdue payment and the name of the payving
agent to the gtate treasurer, _—



BUREAU OF ACCOUNTS
INFORMATIONAL GUIDELINE

- 82-02
THE COMMONWEALTH OF MASSACHUSETTS Regase No 82702

DEPABRTMENT OF REVENUE SUBJECT:
DIVISION OF LOCAL SERVICES Qualified Bonds & Loan
Default Aveoidance
L. JOYCE HAMPERS EDWARD J. COLLING, Jr. Provisions
COMMISSIONER DEPUTY COMMISSIONER
page 7

Ghapt%f bhA creates a new debt instrument entitled a Ygualified
bond.* This method is available to any unit that chooses to
pursue this type of finencing as long as they fulfill the
requirements specified in Chapter 4kl as well as the one
determined by the Hmergency Finsnce Board. Unlike the pro=
visions of Chapter 44, Section 194, the politicsl unit does
not have to be in financial difficulty in order to utilize the
bonds permitted under this "Qualified Bond Act,® Murthermore,
this act does not pledge the full faith and credit of the
Commonwealth as security nor does it gusrantee that there will
continue to be local aid distributions.

Chapter &4, Section 194, on the other hand, is strictly msant
to help a fiscally troubled local goveirnmental wnit from going
into default on a deWt service cbligation,

HARVEY J. BETH, DIRECTOR OF ACQOUNTS

FISCAL SERVICES SECTION HAROLD J. REGAN, Jr.. AssisTanTt CRIEF OF BUREAU
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The hereby reguests the
city, town or regional SchoOl ALBLLLICL

Emergency Finance Board's authorizastion, as provided under
Chapter 44A, M.G.L., to issue bond{s} pursuant to the Qualified

Bond Act. Such action has been approved by . ’
| - councll and city manager,

at
mAYOT, Selecimen OF reglonAl SCRO0L GLELDLOL SCHo0L CORmiLLes

their » 19 _ mesting.
dats -

We suthorize the Board to commence with the prescribed investigation
or take any other appropriate sction as required by the Act. The
cost of guch investigation or other related action will be paild

by us. We understand that the minimum cost of this investigation
will be $250.00, '

We acknowledge that we sre familiar with all of the provisions of
the Qualified Bond Act snd will adbere to all of its provisions.

Amount of Propozed Bond(s)

Term Requested _ .

Purpose or Purposes of Bond Issue

Respectfully submitted

nane

Dated Tressurer of

city, town or Neglonal SChoo.
district



Note: In addition to the information requested within this
preliminery applicetion, the Board would eppreciate the
fellowing:

A. A certified copy of the wote authorizing the incurrance of
this debt issue, including the vote cowmt.

B. A certified copy of the wvote authorizing the treasurer's
filing of this application.

C. A full description of the purpose and need for the improve-
ments to be financed from the proceeds of the proposed
qualified bond(s).

D. A projected cash flow statement that demonstrates your
entity's ability to continue to provide other essentiasl
public improvements and services and to pay other debt
service obligetions when due for the snticipated period
of thig indebtedness.

E.. & ecopy of y@mr most recent financisl statemant (s).

Fo A debt maturity schedule.

G. A capital improvement budget or stetement of estimated
requirements for the next five (5) years.

Submission of the inf@fm&ti@ﬁ suggested above will assist the
Board in carrying cut {ts required investigation on & timely
basis. }

The Board must act within sixty (60) days aftsr the date of your
submiszion or your epplication will be sutomaticslly deemed

as disapproved. Therefore, it is importent thalt you present

as much information es possible to support vour request with
this preliminary epplication.
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i Comme from Paul Ee Healy, City Clerk, transmit-
.. ting comme from L. Joyese Hampers, Comms, Depte
' of Revenue, relative to two laws that relate
. to municipal.indebtednesse.

!
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In City Council,

May 17, 1982
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