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EIGHTY-SIXTH LEGISLATURE 

Legislative Document No. 279 

S. P. 212 In Senate, Feb. r, I()~~-

Referred to Committee on Judiciary and 500 copies ordered printed. 
Sent clown for concurrence. 

ROYDEN V. BROWN, Secretary. 
Presented by Senator Schnnrle of Cumberland. 

STATE OF MAINE 

IN THE YEAR OF OUR LORD NINETEEN HUNDRED THIRTY
THREE 

AN ACT Enabling Cities and Towns to Take Advantage of Reconstruction 
Finance Corporation Loans for Construction of \Vater Works. 

Emergency Preamble. Whereas, many municipalities are faced with the 
great problem of unemployment, and 

Whereas, it is necessary and important to increase the buying power of 
our citizens, and 

Whereas, employment in public works is the most efficacious method of 
putting our unemployed to work, and 

Whereas, the Reconstruction Finance Corporation is authorized to make 
loans to municipalities under certain conditions, and 

Whereas, the following act is necessary to enable our municipalities to so 
borrow, and 

Whereas, in the judgment of the legislature these facts create an emerg
ency within the meaning of § 16 of article 31 of the constitution of Maine 
and require the following legislation as immediately necessary for the 
preservation of the public peace, health and safety, now, therefore, 

Be it enacted by the People of the State of Maine, as follows : 

Section r. Any city. village or incorporated town in the state may pur
chase or construct a waterworks system or construct betterments and im
pro'vements to its waterworks system as in this act provided. 
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Sec. 2. This act shall be construed as cumulative authority for the pur
chase or construction of a waterworks system or for the construction of 
betterments and improvements thereto, and shall not be construed to re
peal any existing- laws with respect thereof. The term "waterworks" as 
used in this act shall be construed to mean and include a waterworks system 
in its entirety or any integral part thereof, including mains, hydrants, 
meters, valves, standpipes, storage tanks, pumping tanks, intakes, wells. 
impounding reservoirs or purification plants. The term "municipality" as 
used in this act shall be construed to mean any city, village or incorporated 
town in the State of . . . . . . . . . . . . . . . . . . . The term "legislative body" as 
used in this act shall be construed to mean the mayor and council of any 
city or the municipal officers of any village or incorporated town. 

Sec. 3. Whenever the le!!islative body of any municipality shall deter
mine to purchase or construct a waterworks system under the provisions of 
this law, it shall cause an estimate to he made of the cost thereof, and shall, 
by ordinance, provide for the issuance of revenue bonds under the pro
visions of this law, which ordinance shall set forth a brief description of 
the contemplated improvement, the estimated cost thereof, the amount, rate 
of interest, time and place of payment and other details in connection with 
the issuance of the bonds. Such bonds shall bear interest at not more 
than 6% annually, payable semi-annually. and shall be payable at such 
times and place not exceeding 20 years from their date as shall be pre
scribed in the ordinance providing for their issuance. Such ordinance shall 
also declare that a statutory mortgage lien shall exist upon the property 
so to he acquired or constructed, fix a minimum rate or rates for wate:r to be 
collected prior to the payment of all of said bonds, and shall pledge the 
revenues derived from the waterworks system for the purpose of paying 
such bonds and interest thereon, which pledge shall definitely fix and deter
mine the amount of re'venues which shall be necessary to be set apart and 
applied to the payment of the principal of and interest on the bonds and 
the proportion of the balance of such revenues and income which are to be 
set aside as a proper and adequate depreciation account, and the remainder 
shall be set aside for the reasonable and proper operation thereof. The 
rates to be charg-ed for the services from such waterworks shall be sufficient 
to provide for the payment of interest upon all bonds and to create a sink
ing fund to pay the principal thereof as and when the same become due. and 
to provide for the operation and maintenance of the system, and to provide 
an adequate depreciation fund. 

Sec. 4. After such ordinance shall have been adopted same shall be pub
lished once in a newspaper published in such municipality, or if there be 
no newspaper so published, then such ordinanc;:e $hall be posted in at least 
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three public places therein, with a notice to all persons concerned stating 
that said ordinance has been adopted, and that the municipality contem
plates the issuance of the bonds described in the ordinance, and that any 
person interested may appear before the governing body, upon a certain 
date which shall not be less than IO clays subsequent to the publication or 
posting of such ordinance and notice, and present protests. At such hear
ing all objections and suggestions shall be heard and the legislative body 
shall take such action as it shall deem proper in the premises. 

Sec. s. Bonds herein provided for shall be issued in such amounts as 
may be necessary to proYicle sufficient funds to pay all costs of construction 
or acquisition, including engineering, legal and other expenses, together 
with interest to a elate 6 months subsequent to the estimated elate of com
pletion. Bonds issued under the provisions of this act are hereby declared 
to be negotiahle instruments, and same shall be executed by the presiding 
officer and clerk of the municipality and be sealed with the corporate seal 
of the nmnciipality, and in case any of the officers whose signatures appear 
on the bonds or cour)ons shall cease to be such officers before delivery of 
such bonds, such signatures shall nevertheless be valid and sufficient for all 
purposes the same as if they had remained in office until such delivery. 
Said bonds may he sold at not less than ninety cents on the dollar and the 
proceeds derived therefrom shall be used exclusively for the purposes for 
which said bonds are issued, ancl same may be sold at one time or in parcels 
as funds are needed. 

Sec. 6. Bonds issued under the provisions of this act shall be payable 
solely from the revenues derived from such waterworks system, and such 
bonds shall not in any event constitute an indebtedness of such municipality 
within the meaning of the constitutional provisions or limitations, and it 
shall be plainly stated on the face of each bond that the same has been 
issued under the provisions of this act, and that it does not constitute an 
indebtedness of such municipality within any constitutional or statutory 
limitation. 

Sec. 7. There shall be and there is hereby created a statutory mortgage 
lien upon the waterworks system so acquired or constructed from the pro
ceeds of bonds hereby authorized to be issued, which shall exist in favor 
of the holder of said bonds and each of them, and to and in favor of the 
holder of the coupons attached to said bonds, and such waterworks system 
shall remain subject to such statutory mortgage lien until payment in full 
of the principal and interest of said bonds. Any holder of bonds issued 
under the provisions of this act or of any coupons representing interest 
accrued thereon, may, either at law or in equity, enforce the statutory mort
gage lien hereby conferred, and may, by proper suit, compel the perform-
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ance of the duties of the officials of the issuing municipality set forth in this 
act. If there be default in the payment of the principal of and/or :nterest 
upon any of said bonds, any court having jurisdiction in any proper action 
may appoint a receiver to administer said waterworks system on behalf of 
the municipality with power to charge and collect rates sufficient to provide 
for the payment of said bonds and interest thereon, and for the payment of 
the operating expenses and to apply the income and revenues in conformity 
with this act and the ordinance providing for the issuance of such bonds. 

Sec. 8. Rates for water fixed precedent to the issuance of bonds shall 
not be reduced until all of said bonds shall have been fully paid, and may, 
whenever necessary, be increased in amounts sufficient to provide for the 
payment of such bonds, both principal and interest, and to provide proper 
funds for the depreciation account and operation and maintenance charges. 
If any surplus shall be accumulated in the operating and maintenance fund 
which shall be in excess of the cost of maintaining and operating the plant 
during the remainder of the fiscal year then current, and the cost of main
taining and operating the said plant during the fiscal year then next ensu
ing, then any such excess may be by the legislative body transferred to 
either the depreciation account or to the bond and interest redemption ac
count as the legislative body may designate, and if any surplus shall be 
accumulated in the depreciation account over and above that wh:ich the 
legislative body shall find may be necessary for the probable replacements 
which may be needed during the then present fiscal year, and the next en
suing fiscal year, such excess may be transferred to the bond and interest 
redemption account, and if surplus shall exist in the bonds and interest re
demption account same shall be applied insofar as possible in the purchase 
or retirement of outstanding revenue bonds payable from such account, 
and for that purpose the legislative body is hereby authorized to purchase 
bonds not clue in the open market at not more than the fair market value 
thereof. 

Sec. q. For the purpose of acquiring any waterworks system under the 
provisions of this act, or for the purpose of acquiring any property neces
sary therefor, the municipality shall have the right of eminent domain as 
is pro'viclecl by an act entitled ( cite act to provide for the exercise of the 
right of eminent domain) as now or hereafter amended. 

Sec. IO. Whenever any municipality now or hereafter shall own and 
operate a waterworks system, whether constructed under the provisions of 
this act or not, and shall desire to construct improvements and better
ments thereto, it may issue revenue bonds under the provisions of this act 
to pay for same, and the procedure therefor, including the fixing of rates 
and the computation of the amount thereof, shall be the same as in this 
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act provided for the issuance of bonds for acquisition of construction of a 
waterworks system in a municipality which has not theretofore owned and 
operated a waterworks system, provided, however, that in the ordinance 
declaring the intention to issue the bonds and providing details in connec
tion therewith, the council shall pro'vide, find and declare in addition to the 
other requirements set out in this statute, the value of the then existing sys
tem and the value of the property proposed to be constructed, and the 
revenues derived from the entire system when the contemplated better
ments and improvements are completed, shall be divided according to such 
values and so much of the revenue as is in proportion to the value of such 
betterments and impro'vements as against the value of the previous exist
ing plant as so determined, shall be set aside and used solely and only 
for the purpose of paying· the revenue bonds issued for such betterments, 
together with costs of the operation and the depreciation thereof, and such 
revenue shall be deemed to be income derived exclusively from such better
ments and improvements. 

Sec. 1 I. Any municipality issuing revenue bonds under the provisions 
of this act shall install and maintain a proper system of accounts, showing 
the amount of revenue received and the application of the same, and such 
municipality shall at least once a year cause such accounts to be properly 
audited by a competent auditor and the report of such audit shall be open 
for inspection at all proper times to any tax payer, water-user or any holder 
of bonds issued under the pro'visions of this act, or any one acting for and 
on behalf of such tax payer, water-user or bondholder. The treasurer of 
such municipality shall be custodian of the funds derived from income re
ceived from waterworks systems constructed either in whole or in part 
under the provisions of this statute, and shall give proper bond for the 
faithful discharge of his duties as such custodian, which bond shall be fixed 
and approved by the legislative body of the niunicipality. All of the funds 
received as income from a waterworks system constructed in whole or in 
part under the provisions of this statute, and all funds, received from the 
sale of re'venue bonds issued to construct such waterworks system, shall be 
kept separate and apart from the other funds of the city, and the treasurer 
shall maintain separate accounts in which shall be placed the interest and 
sinking fund moneys and other account in which shall be placed the de
preciation funds, and to provide for refunding outstanding certificates pay
able out of water revenue. 

Sec. 12. Whenever all of the holders of unpaid water revenue certifi
cates of a particular issue, which were heretofore issued to pay the cost of 
constructing a waterworks system and are payable from the revenues there
of, shall offer in writing to exchange same for refunding revenue bonds 



6 LEGISLATIVE DOCUMENT No. 279 

to be issued under the provisions of this statute, the legislative body shall 
receive the same, and if found to be properly executed, may adopt an ordi
nance incorporating therein such offer, setting forth the determined value 
of the entire waterworks system as same then exists, the value of so much 
of the system as was paid for by the issue of certificates, the unpaid por
tion of which are proposed to be refunded, the details in connection with the 
issuance of the bonds in the same manner as is provided for in the issuance 
of revenue bonds, and fix the minimum rate or rates to be charged for 
water and pledge such revenues, if and when the refunding revenue bonds 
are issued, to pay such bonds. Such revenues shall be applied as provided 
in this act for revenue bonds and particularly sections 8 and 10. The 
amount of refunding revenue bonds shall not exceed and may be less than 
the par amount of certificates to be surrendered and shall not exceed and 
may be less than the determined value of so much of the system1, as was 
paid for by such issue of certificates, less the amount of certificates paid. 
Such ordinance shall be published together with notice of hearing thereon 
in the same manner as is provided in this act in case of the issuance of 
revenue bonds, and hearing shall be had thereon as is provided in this act 
in case of the issuance of revenue bonds. After such hearing the refunding 
revenue bonds may be issued, or a less amount thereof may be issued with 
the consent of the certificate holders, or the ordinance may be repealed, all 
as the legislative body shall determine. If the refunding revenue bonds 
are issued the certificate shall be surrendered and cancelled simultaneously 
therewith. Refunding revenue bonds issued under the provisions of this 
act shall be payable only out of revenues derived from the system as pro
vided in the ordinance and according to the terms of this act. Holders of 
refunding revenue bonds issued under the provisions of this act shall have 
similar rights as holders of revenue bonds issued hereunder, including 
the power to apply for a receiver to operate the system, and the munici
pality shall be under the same obligations to bondholders as is provided 
to holders of revenue bonds issued under the provisions of this act. 

Sec. 13. This act shall, without reference to any other statute be deemed 
full authority for the construction, acquisition, improvement, equipment, 
maintenance, operation and repair of the works herein provided for and for 
the issuance and sale of the bonds by this act authorized, and shall be 
construed as an additional and alternative method therefor and for the 
financing thereof, and no petition or election or other or further proceeding 
in respect to the construction or acquisition of the works or to the issuance 
or sale of bonds under this act and no publication of any resolution, ordin
ance, notice or proceeding relating to such co·nstruction or acquisition or to 
the issuance or sale of such bonds shall be required except such as are pre-
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scribed by this act, any provisions of other statutes of the state to the con
trary notwithstanding: Provided, however, That all' functions, powers and 
duties of the state department of health and welfare shall remain unaffected 
by this act. 

Sec. 14. The sections and provisions of this act are separable and are 
not matters of mutual essential inducement, and it is the intention to con
fer the whole or any part of the powers herein proviclecl for, and if any of 
the sections or provisions or parts thereof is for any reason illegal, it is the 
intention that the remaining sections and provisions or parts thereof shall 
remain in full force and effect. 

Emergency Clause. In view of the emergency recited in the preamble 
this act shall take effect when approved. 


