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LOCAL FINANCES 
Accounting, Special Fund and Finance Issues 

Discussion Topics 

DEPARTMENTAL SPENDING 
CASE STUDY ? 

Based on revised revenue estimates, Bustertown's finance committee 
recommended FY F 0 operating budgets for most departments below the amounts 
requested by their department heads, and in some cases, below Last year's amounts. In 
May, annual town meeting voted budgets reflecting the recommended reductions. 
Depending on the department, reductions were m d e  to personal services, as well as 
expense and contractual services line items, The school department's overall budget 
request was also reduced, but is still above the mount the town is legally obligatd to 
spend under Education Reform. 

As FY09 is coming to a close, several department heads with unspent monies in 
their budgets want to use extra funds to pay for certain goods and services. They ask the 
accountant to encumber or charge FY09 appropriations for the following: 

Office supplies. 
Orders of library and school text books. 
Electric bills. 
Association dues. 
Tax billing services. 
Special education tuition payments. 
Teacher salary increases that are stilI under negotiation. 

1. Can the accountant encumber or charge FYOP appropriations to pay the bills for 
these goods and services? 

2. When may goods to be used or services to be received in a fiscal year be paid 
from appropriations of a prior or subsequent year? 

After June 30,2009, Bustertown's accountant discovered that the DPW's expense 
item is insufficient to pay a bill that had not previously been identified as outstanding, Fn 
addition, the accountant had encumbered at the cemetery department's request $1  8,000 
for s u p p l i ~  the department purchased in April. The bill presented for payment was only 
$12,000, because the vendor applied a discount. On September 2 2 ,  the school department 
fowarded to the accountant for payment a just discovered bill for copying services 
received in March. 



Questions: 

1. Can the accountant pay the DPMJ bill? Carl extra funds remaining in other 
budgets be used to pay the bill? What if the only depament with funds lefl over 
was the school depament? What if the only accounts with Iefi over funds were 
the sewer enterprise expense account and the unclassified retirement account? 
What options are there to cover deficits in budget items at the end of the year? 

2. Can the cemetery depattment spend the extra $6,000 avai 1 able in its budget after 
payment of the bill? Are those monies available to cover the DPW bill or for use 
for any other purpose? 

3. What procedures apply to the copying bill? Can the school department be 
required to pay it out of its FY 10 budget? If so, how? 

In late 2009, Bustertown is facing some unexpected expenses and the selectmen 
are looking for some extra b d s  to pay for them. They ask the assessors to review the 
overlay accounts because they believe the amounts reserved are more than needed due to 
a recent win for municipalities in a big telephone case. They want these extra amounts to 
be declared surplus by the assessors so they can be used for the unfunded expenses. 

Questions: 

1. Can the selectmen order the assessors to release amounts in the overlay account as 
surplus? 

2. When are overlay accounts in surplus? 

3. What purposes may overlay surplus funds be usad for and what procedures apply 
to their use? 

In February 20 1 0, the school committee agrees to the new collsctive bargaining 
agreement with the teachers" union covering FY09- E 1, which includes raises of 2% for 
each of those years. The next payroll appears to include the raises for FY09 and FY 10, 
although the accountant has not been provided the new contract or other documentation 
detailing the amounts owed under it. The accountant wants to refkse payment of any 
raises, She does not believe that there is enough money in the school budget to pay the 
raises and still meet obligations the department has for the rest of the year? 

Questions: 

1. Can the accountant refuse to approve payment of these raises? 

2. CVhat are the obligations of the school department (and other departments) in 
regard to spending during the year and the options that are available to ensure that 
overspending do= not occur? 



GIFT AND TRUST FUNDS 
CASE STUDY 2 

Recently, a donation was made to the Pleasantville's Fire Department for public 
protection purposes. The Fire Chief accepted that donation and intends to spend the 
money to buy new automated external defibrillators. Concerned Citizen Jasie Nosey read 
about this in the PleasantvilIe Times and doesn? think that Pleasantville's Fire 
Department needs new defibrillators. She would like the money spent on animal control 
since her neighbor's dog keeps wandering onto her property. She wants to know if the 
proper procedures for accepting gifts and donations were followed. She remembers that 
before her neighbor, Mrs. Rich, moved down to Florida few years ago, she made a 
sizeable donation to the town of Pleasantville, There was a vote at town meeting to accept 
that donation and later to spend it on new benches and a gazebo for the town green. 

1. Is Josie Nosey correct to insist that town meeting vote to accept a cash gift to the 
Fire Department? 

2. Is she correct that the Fire Chief needs to seek town meeting approval to expend 
the donated funds on new defibrillators? 

The owner o f  a local equipment franchise saw a recent news report about the lack 
of maintenance of the town cemetev, where his family has a plot. Due to budget cuts, 
the cemetery department has been unable to replace essential equipment. The owner 
wants to donate a deluxe riding lawnmower to the department to be used to maintain the 
cemetery. 

1. lrliho may accept a gift of personal property such as the lawnmower on behalf of 
the town? 

The Executor of the estate of Mr. Lavish, another former, wealthy resident of the 
town of PleasantvilIe, was given authority in the will to donate the balance of the estate to 
any organization of his choosing. The Executor chose to donate the remaining S 1 88,000 
to Pleasantville's schools in memory of the late Mrs. Lavish who had volunteered in the 
schooI library for many years. A check was presented with a letter stating that the Funds 
should be contributed to an endowment account to benefit Pleasantville's sehoo1 children 
for years to come and be used for programs, activities and equipment not othenxrise 
funded in the school operating budget. The check (made payable to the Town of 
Pleasantville) was accept4 at a publicly held meeting of the School: Committee. 

Pleasantville" Finance Director has told the School Business Administrator that 
the hnds must be accounted for in a special fund with the interest going to the general 



fund. Believing that the intent of the gift was to have the interest retained by the fund, the 
School Committee says a trust fund that retains interest should be mablished instead, 

Questions: 

1.  Can this bequest be treated as a trust rather than a giR? 

2. If so, should it be characterized as expendable or non-expendable? 

3. May the school committee spend from the trust or must town meeting appropriate 
the funds? 

At Pleasantville's annual town meeting, an article passed appropriating monies for 
the construction of an addition to the town Iibrary. The article provides, however, that a 
certain amount must be raised from donations first to cover h e  anticipated cost. The 
library trustees have advertised that donations will be accepted h m  individuals or 
busiomses. If the town receives enough donations, it will go ahead with the construction. 
In September, the first donations began rolling in. Most are for small amounts. They are 
being held by the Town Treasurer who bas several questions. 

1. What is the best way to manage and account for these multiple donations for the 
same purpose? 

2. Do the donations have to be deposited in a separate bank account? 

3. Does interest earned stay with the donations? 

4. If the town does not construct the nddition, do the donations have to be returned? 

The town of Pleasantville is cunsidering buying the Flush mansion, a grand, old 
historic residence that lately has fallen into a state of disrepair. Cechairs of 
PleasanZville5s Historical Commission, Ainsley Stately and Neil Genteel, have been hard 
at work raising money to be put t o w d s  refurbishing the mansion. That got them thinking 
about establishing within Pleasantville's financial framework an ongoing fund for 
presenlation of the mansion and other historic assets. They have proposcd that the 
Historical Commission and Town Treaswer execute an agreement for the purposes of 
establishing a formal tmst fund and creating certain rights and obligations regarding the 
administration, management and use of monies directed to the trust fund. 

1. Can a town committee and the neamrer create a tmst and agree that certain 
revenues received by the committee wilI be held by the treasurer as part of that 
trust? 



In 1995, a declaration of trust was written to have Pleasantville's treasurer hold 
monies donated to the trustees in a separate, interest bearing account to be called the 
"Parade and Fireworks Fund." The donations and other monies received by the trustees 
were to be used to pay for parad=, fireworks displays and other similar public 
celebrations. Recently, the trustees decided to raise monies to replace worn out 
equipment in the town's parks and playgrounds as well. Until that time, they used monies 
in the fund to refurbish a tot lot that had to be closed because of the condition of the 
equipment. As a result, there are insuficient funds to pay for some of the annual parades 
and fireworks the trust supports and the trustees have asked the tom to transfer monies to 
cover that deficit. 

Questions: 

3 .  Can the trustees use monies from the parade and fireworks fund for the tot lot 
quf p e n t ?  

2. Can the town transfer Funds to cover the deficit in the trust fund? 

3. What i s  the process for changing the purposes for which gift and trust funds may 
be used? 

LITIGAT1ON, RESTITUTION AND INSURANCE PAYMENTS 
CASE STUDY 3 

During the fiscal year, Sueborough receives recoveries under its insurance policies 
for two events. First, it received $1 8,000 on a claim for propetty damage to a number of 
PC's in the library caused by an electrical fire. Second, it m e i v d  S100,000 on a claim 
related to a flood caused by a burst water pipe at one of the Sueborough's schools. The 
pipe manufacturer" insurance company paid monetary damaga to the t o m  under the 
t m s  of a settlement. The library wrnmissioners and school committee claim they can 
retain the monies received for damage to property under their control. 

Questions: 

1. Can the library and school departments retain these proceeds? 

2. If so, how may they be used? 

3. If not, by what process may they be sperrt and for what purposes? 

A check was sent to Su&borough's town counsel, Les Billem, following the 
settlement of a breach of contract case in Superior Court. After execution of all 
settlement documents and payment of all outstanding costs, the amount of $23,000.00 
was deposited in the client account of Les Billern's law firm. The terms of the settIment 



did not specify where the Funds were to be placed or how they were to be used. The 
funds have been kept in the client account at Suebomugh's request since September 2008, 
Sueborough has several other litigation cases pending on which its town counsel is 
working. 

Outstion: 

1. Can Sueborough leave these settlement proceeds with the firm and have town 
counsel draw on them to pay current Iegal costs? 

In April of 2008, Sueborough teachers staged a 3-day strike that was later ruled 
illegal. In Januay of 2009, the Sueborough teachers' union was ordered by a judge to 
pay a $75,000 fine. That amount represented an estimate of what the strjke cost the 
school department in legal fees, spiled food, make-up days, pay for police officers 
assigned to watch over picket lines, etc. The judge's order stated that the f i e  was to be 
paid to the Sueborough School Committee. The School Committee plans to use the 
$75,000 to make up for recent mid-year budget cuts affecting custodial positions, 
transportation and gasoline costs, and supplies. 

I Wlo has the authority to spend the hnds and what yew are they available for 
expenditure? 

Sueborough recently received settlement proceeds as a result of a class action 
products liability lawwit brought against manufacturers and distributors of an additive to 
gasoline that contaminated water supplies throughout the country, including 
Sueborough's wells. The settlement did not include any restrictions on the use of the 
proceeds. The Sueborough board of water commissioners believes that only the Water 
Department has Iegal authority to spend these h d s  and wants the proceeds directed to a 
special account for water purposes generally or to fund remediation in the event of fudher 
contamination. 

Questions: 

1. Must the settlemmt proceeds be directed to a special account for the benefit of the 
Water Department? 

2. Can Sueborough resenre these settlement proceeds? 

Five years ago, Sueborough's police department used federal grant money to 
purchase 1 8 bullet-proof vests. The vests turned out to be defective. The federal 
government inft iatd a class action lawsuit, which Suebornugh joined, against the 
u 

manufacturer of the vests. Sueborough recently received a $10,000 distribution of 



cornpensatmy damages from the settlement of the class action. That sepresenfs about 
75% of the original wst of the v&s. The police department is already in the process of 
replacing the vests, but has been awaiting the settlement to complete the transaction. 

Questions : 

1. Does the $1 0,000 distribution have to be returned to the original grant account? 

2. Can the police department use the $10,000 distribution for replacement vests 
without appropriation? 

Sueborough i s  negotiating a legal settlement for a grievance claim of a custodian 
related to the teachers' 3-day stnke. However, the town does not have funds budgeted 
within the current fiscal year" budget for this expenditure. One member of the School 
Committee believes that if Sueborough settles the claim this fiscaI year, the payment may 
be added to the subsequent year's tax recap to be raised in the next fiscal year. 

Question: 

1. Can Sueborough find payment of this settlement by raising i t  in next year's tax 
lay? 

2. What type of claims {pre-litigation, dimtor's decision, adjudicatory agency 
decision, court judgment) can be funded without appropriation and raised in the 
next tax levy? 

SCHOOL DEPARTMENT RECEIPTS 
CASE STUDY 4 

Flatbroke's school department had its budget reduced for FY 1 0. It anticipates 
receiving the following monies during the year and wants to retain them to supplement its 
budget: 

* Medicaid reimbursements for medical services provided to low-income 
special needs students. 
Fees charged for driverskducation training. 
Fees charged for non-mandated bus sewice. 
Fees charged fur prekindergarten and after school programs. 
Monies raised by the Class of 20 1 0 from student run car washes, bike-a-thons 
and a variety of other student fundraisers. 
Monies received on a claim under the town's insurance policy for loss due to 
the theft of Class of 20 1 1 student funds by a teacher senling as the class 
advisor. 
Monies left in the account for the Class of 2008. 



Fees charged for students to park in school parking lots. 
Lease payments received for the annual rental of a vacant wing of the 
elementary school. 
Fees charged to an informal basketball group that rents the gym on Monday 
nights. 
Monies raised by the Boosters Club to help defray the costs of various athletic 
and other programs, including proceeds from a raffle for the specific purpose 
of buying new boys and girls track equipment. 

Question: 

1. Can the school committee retain and spend any of these revenues? 

2. If so, how may they be used? 

3. 1 f not, by what process may they be spent and for what purposes? 
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Focus 
An Analysis of the 

Municipal Revenue 
by Kathleen Collsary, Esq. 

Increasingly over the past few years, the 
Division of Local Services' (DLS) legal 
and accounting staffs are asked if cer- 
tain payments made to cities and towns 
may be reserved for a particular pur- 
pose. With limited general revenues and 
tight budgets, municipalities are looking 
to raise additional revenue for particular 
purposes and want to know if a special 
fund can be used for those monies. 

This article discusses the treatment of 
municipal revenue under Massachu- 
setts law and looks at the following three 
categories of payments municipalities 
receive frequently: 

Payments made by developers, or 
parties to an agreement with the mu- 
nicipality, for a particular purpose. 

Cash payments from developers or 
vendors to secure performance of obli- 
gations, so-called performance deposits. 

Donations or other monies received 
from municipal fundraising activities. 

Ovenrlew 
One of the most fundamental principles 
of municipal finance in Massachusetts 
is established by M.G.L. Ch. 44 Sec. 
53. It creates the basic rule that all rev- 
enues from any source are unrestricted 
general revenues available for expen- 
diture for any valid municipal purpose 
after appropriation by the municipality's 
legislative body. Any analysis of the 
treatment of a particular receipt begins 
with this statutory presumption that any 
money received by any department or 
officer in the regular course of municipal 
business belongs to a common pool of 
financial resources referred to as the 
general fund, and spending priorities 

for those resources are established 
through the budget and appropriation 
process. 

There are many exceptions that permit 
particular receipts to be segregated into 
a separate, special fund. However, any 
exception to M.G.L. Ch. 44 See. 53 must 
be created by another statute, either a 
general law or special act that applies to 
the particular city or town. A special fund 
cannot be created by the selectmen, 
mayor, finance director, or department 
head, a vote of the legislative body, or 
bylaw or ordinance. Chart 1 (on page 
5) includes a list of the general laws that 
create some type of special fund. 

Chart 2 (on page 6) is a summary of 
the different treatments of municipal 
monies that are permitted by various 
general laws. This article looks at "spe- 
cial revenue" funds, which are funds 
where particular receipts are earmarked 
and restricted for expenditure for partic- 
ular purposes. Special revenue funds 
include: 

Receipts reserved for appropriation, 
where the earmarked revenues have to 
be appropriated; 

Revolving funds, where the ear- 
marked receipts can be spent without 
appropriation; and 

Gifts and grants, which can be spent 
without appropriation. 

Payments by Developers and Vendors 
for Designated Purposes 
Mitigation payments, infrastructure 
charges or other exactions made by a 
private party in connection with a regu- 
latory activity or a municipal contract 
are often the subject of a bylaw or ordi- 
nance. Examples include: 

A property owner who has a permit 
application pending before the conser- 
vation commission and as a mitigation 
measure agrees to make a "donation" 

on Municipal Finance 

to the conservation fund for the pur- 
chase of conservation land. 

A developer of a commercial prop- 
erty makes a payment required under 
the town's zoning bylaw in lieu of hav- 
ing sufficient parking spaces with the 
monies to be used for the acquisition, 
improvement and maintenance of mu- 
nicipal parking. 

A cell phone company that is leasing 
town-owned property for its equipment 
agrees to give the town a one-time or 
annual "gift" in addition to its lease 
payments. 

The parties often characterize these 
payments as gifts, grants or donations. 
Under M.G.L. Ch. 44 Sec. 53A, genuine 
gifts or grants to a city or town depart- 
ment are segregated from the general 
fund and may be spent by the depart- 
ment head without appropriation for the 
purpose specified by the donor, but 
with the approval of the selectmen or 
mayor. These types of payments are 
rarely genuine gifts or grants, however. 
They do not come within the ordinary 
definition or meaning of a gift, which is 
a voluntary payment of money or trans- 
fer of property made without anything 
in consideration. Even if a party's deci- 
sion to develop a property, engage in a 
regulated activity or contract with a mu- 
nicipality is one of choice, these pay- 
ments are usually being made with the 
expectation of receiving something 
valuable in return. If the payment is a 
condition of receiving some privilege or 
benefit, or paid in return for some mu- 
nicipal action or authorization, it is not a 
voluntary donation or gift and the funds 
belong to the general fund regardless 
of the parties' characterization. 

In a recent bylaw review, the attorney 
general took the same position regard- 
ing payments made by a developer for 
storm drainage and traffic light infra- 
continued on page four 
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structure under a bylaw that were to be 
deposited in a "special" gift account to 
fund the operation, maintenance and 
repair of the infrastructure.' The attor- 
ney general ruled that the bylaw was 
inconsistent with state law regarding 
the treatment of receipts under M.G.L. 
Ch. 44 Sec. 53 because the payments 
were not gifts. 

There is a mechanism by which a mu- 
nicipality can reserve these payments 
for the identified purposes in the future, 
however. Under M.G.L. Ch. 40 Sec. 5B, 
a municipality may establish multiple 
stabilization funds for different purposes. 
By establishing a fund under that stat- 
ute and appropriating the amount of 
the payment into the fund, a community 
can achieve the objective of reserving 
or saving these monies for use for a 
particular purpose in the future. 

Performance Deposits 
Performance deposits, which are also 
often the subject of a bylaw or ordi- 
nance, are cash payments made to 
secure performance of obligations, typ- 
ically by developers or municipal con- 
tractors. For example, a bylaw may re- 
quire a cash deposit to be held by the 
treasurer to secure restoration of a pub- 
lic road way under a street opening 
permit, or completion of work required 
under a drainage or driveway permit 
within two years of issuance. The intent 
is to hold the deposit and refund it if 
the work is performed, but if there is a 
default, for the municipality to use the 
funds to complete the work itself. 

These arrangements make practical 
sense, but no statute generally governs 
when a third party escrow or surety is 
not used and cash is paid directly to 
the municipality to be held to secure 
performance. The only statutes dealing 
with these deposits apply to city con- 
tracts, M.G.L. Ch. 43 Sec. 29, and cash 
deposits of less than $100,000 that are 
accepted in lieu of performance bond 
to secure installation of infrastructure 
required by a municipal planning board 
under the subdivision control law, 
M.G.L. Ch. 41 Sec. 81U. 

Two recent attorney general bylaw re- 
view letters provide guidance in struc- 
turing the deposits in order to make 
them consistent with the general rule 
that receipts belong to the general 
fund.* Officials should work with mu- 
nicipal counsel so that the deposits are 
not received by and do not belong to 
the municipality unless and until there 
is a default, i.e., they are not subject to 
M.G.L. Ch. 44 Sec. 53 until that time. 
This requires having clear standards 
for defining default. Counsel would 
also advise about any liability issues 
with having the treasurer act as the es- 
crow agent, so that a third party es- 
crow might be considered instead. If 
there is a default, an appropriation is 
required before any expenditure may 
be made to complete the work. 

Gifts, Fundraisers and 
DLS is often asked how to handle many 
small contributions a community may 
receive when it is accepting donations 
for a particular project. For example, the 
parks department wants to refurbish a 
playground and is raising money to 
help pay for the new improvements 
and equipment. People are sending in 
small checks for the project. These 
payments are gifts under M.G.L. Ch. 44 
Sec. 53A, but it is impractical to create 
a separate gift account for each pay- 
ment. The accounting officer can cre- 
ate a consolidated gift account to ac- 
cumulate the many smaller and general 
contributions for the same identified 
purpose. Some formal title or designa- 
tion should be given to the account, 
e.g., the "Yourtown Park Playground 
Project," and the specific spending 
purposes identified. Donors can then 
identify their contributions for that ac- 
count fully aware of the purpose and 
terms and conditions of the gift. The 
formal designation can be made by the 
applicable board or officer, or a vote of 
the legislative body, for example if it 
appropriates money for the project, but 
sets a condition that a certain amount 
must be raised in gifts first. 

~ontlnned from page three 

Communities also ask how they can 
establish their own trust funds, i.e., de- 
clare certain municipal revenues are 
held in trust. A community cannot cre- 
ate its own trust. A trust is created by a 
donor who gives a gift to the municipal- 
ity in the form of a trust, which would 
typically mean there is some trust instru- 
ment or specific instruction authorizing 
a specified municipal trustee to hold 
the donated monies in trust. Typically, 
trusts are used when the gifts are given 
with the intention that they be continu- 
ing, i.e., accumulate interest and that 
the municipality spend from the annual 
earnings for particular purposes. 

There are some statutory special funds 
commonly called trust funds because 
they hold particular funds in a fiduciary 
capacity. An example would be perpet- 
ual care funds, which are paid by a per- 
son buying a plot in a municipal ceme- 
tery, with the interest to be used for the 
perpetual care of the plot. The local 
scholarship fund is another, with the pri- 
mary source of revenue being voluntary 
contributions (gifts) made by taxpayers 
when they pay their property tax or ex- 
cise bills. 

A community does not create a trust, it 
administers one created by a donor, or 
established under a statute for particu- 
lar receipts. 

surmnary 
Any money received by the community 
belongs to the general fund and can 
only be spent by appropriation under 
M.G.L. Ch. 4 Sec. 53. Only another 
statute, either general law or special 
act, can authorize a different treatment 
for any particular revenue. If there is a 
statute permitting a different treatment, 
local officials must follow the specific 
requirements of the statute in account- 
ing for and spending the revenue. W 

1. Case 3157, Eellingham (December 22,2004). 
2. Case 3171, Pbainville (February 22, 2M)5); 
Case 3130, Sharon (December 13,2004). 



GENERAL FUND REVENUES (Estimated Receipts) 

Unrestricted revenues, including property taxes, state aid and other local revenues 
available to support general government operations. Revenue belongs to the general fund 
unless otherwise provided by statute. G.L. c. 44, 8 53. 

SPECIAL REVENUE FUNDS 

Particular revenues that are earmarked for and restricted to expenditure for specified 
purposes. Special revenue funds include receipts reserved for appropriation, revolving 
funds, grants from governmental entities and gifts from private individuals and 
organizations. Special revenue funds must be estabf ished by statute. 

Receipts Reserved for Aspropriation 

Receipts Gram a specific revenue source that by law is accounted for separately 
from the general fund (segregated) and must be spent bv ap~ropriation. 
Examples are: 

Parking Meter Receipts 
SaIe of Real Estate 
Watenvays Improvement Fund 

Sale of Cemetery Lots 
County Dog Fund 

G.L. C. 40,sS 22A - 22C 
G.L. c. 44,s 63 
G.L. c. 60B, 2(i) & 4 
G.L. c. 40, 8 5G 
G,L. c. 114,l 15 
G.L. c. 140, § 172 

Revolving Funds 

Receipts from a specific revenue source that are accounted for separatelv 
(segregated) from the general fund and may be spent to 
support the activity, program or service that generated the revenue. Examples are: 

A r t s  Lottery Council Fund 
School Rental Receipts 
Parks and Recreation Revolving Fund 
Departmental RevoIving Fund 
PI anning/Zaning'Health Boards Consul tan& Fund 
Anniversary Celebration Fund 
Student Athletic and Activity Fund 
Wetlands Protection Fund 

G.L. c. 10, 4 58 
G.L. c. 40, 5 3 
G.E. c. 44,s 53D 
G.L. c. 44, 53EM 
G,L, c, 44,853G 
G.L, c, 44,s 531 
G.L. c. 71, 5 47 
G.L. c. 131,g 40 
c. 43,s 218 of the Acts of 1997 
c. 194,5 349 of the Acts of 1998 



Fiduciary funds segregated from the general fund to account for assets held by the city or 
town in a trustee canacitv or as an aEent for individuals, private organizations, other 
governmental units, etc. These include expendable trust funds, non-expendable trust 
funds, pension trust funds and agency finds. 

Examples of Trust Funds are: 

Scholarship Fund G.L. c. 6 0 , $ 3 C  
Local Education Fund G.L. c. 60,§ 3C 
Educational~TnstructiofiaI Materials Tmst Fund G.L. c. 7 1,s 20A 
Cemetery Perpetual Care Fund G.L. c. 1 14, tj 25 

Examples of Anencv Funds are: 

Police Outside Detail Fund 
Student Activity Agency Account 
Sporting License Receipts 
County Dog License Receipts 

G.L. c. 44, $53C 
G.L. c. 71,s 47 
G.L. c. 131,s 18 
G.L. c. 140, $172 

ENTERPRISE FUNDS 

Funds segregated from the general fund to account for services financed ;and delivered in 
a manner similar to private enterprises where the intent of the municipality is that all 
costs, direct or indirect, of providing the goods or services be financed or recovered 
primarily through user charges. W'here the service is not fully financed by fees, provides 
information about the level of general fund subsidy of the service. G.L. c. 44, 8 53FX 
(formerly G.L. c. 40, 5 39K). 

APPROPRlATEQ SPECIAL PURPOSE FUNDS 

Statutory funds to account for allocation of genera1 revenues by the appropriating 
authority to particular purposes. Examples a: 

Stabilization Fund (unrestricted) 
Pension R m e  Fund 
Unemplayment Compensation Fund 
Conmarion Fund 
Overlay (annual accounts) 
Overlay Surplus (balances) 

G.L. c, 40, $ SA (cities) 
G.L. c. 40, 4 6 (towns) 
G.L. c, 40, i j  5B 
GAL. c. 40, 9 5D 
G.L. c. 40, (j 5E 
G.L, c. 40, 8 8C 
G.L. c. 59,s 25 
G.L, c. 59, 3 25 
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LIST OF SPECIAL FUNDS AND CITATIONS 

ENTERPRISE REVENUES 

Water S q l u s  
LandfdVTrash Collection Charges 
Landfill Closure Resenle 
Enterprise Funds 
Electric Light Receipts 

G.L. c. 41, $69B 
G.L. c. 44, # 28C(f) 
G.L. c. 44,§ 28C (f) 
G.L. 6.44, § 53F% 
G.L. c. 164, $ 5 7  

TEMPORARY FUNDS (Expire at Year's End) 

Reserve Fund 

Free Cash 
Overlay Surplus 

G.L. c. 40, .(i 5A (cities) 
G.L. c. 40,$6 (towns] 
G.L. c. 59,4 23 
G.L. c. 59, $ 25 

REVOLVING FUNDS [No appropriation needed] 

Ar ts  Lottet?, Council Monies 
School Lunch Fund 
School Rental Receipts 
Performance Rond Forfeitures (Up to $10Q,OOQ by local option) 
Expedited Permitting 
Police Special Detail 
Parks and Recreation Fund 
Departmental Revolving Fund 
PlannjngJZonin@Waealzh Boards Consultants Fund 
Anniversaq Celebration 
Affordable Housing Trust 
C u l i n a ~  A r t s  Programs 
School Day Care Receipts 
Student Athletic and Activities 
Student Activity Agency 
Community Schools Programs 
Adult Conlinuing Education 
Use of School Property 
Non-resident Students' Tuition 
METCO Reimbursements 
Vwational Education Programs 
School Choice 
Law Enforcement Trust 
Wetlands Protection Fund 

Multicommunity Yard Waste Program 
Millennium'Centennial Celebration 
School Bus Advertising Receipts 
Extended Electian Polling Hours 

G.L. c. 10, (i 58 
c. 548 ofthe Acts of 1948 
G.L. c. 40, $ 3  
G.L. c. 41,881U 
G.L. c. 43D, 5 6(b) 
G.L. c. 44,s 53C 
G.L. c. 44, Ij 53D 
G.L. c. 44,g 53EK 
G.L. c. 44, $53G 
G.L. c. 44,5 531 
G.L. c. 44,s 55C 
G.L. c. 71,$ 17A 
G.L. c. 71,§ 26C 
G.L. c. 71,@ 47 
G.L. c. 71,§  47 
G.L. c. 71,§ 71C 
G.L. c. 71,g 71E 
G.L. c. 71, 71E 
G.L. c. 71,§ 71F 
G.L. c. 71B, 9 12 
G.L. c. 74, $ 14B 
G.L. G. 76,§ I23(0) 
GL.  c. 94C, $47  
G.L. c. 131, $ 4 0  
c. 43,4  218 of the Acts of I997 
c. 194,g 349 of the Acts of 1998 
c. E 79 of the Acts of P 993 
c. 59 of the Acts of 1998 
c. I 84,g 197 of the Acts of 2002 
c. 503 of the Acts of 1983 



OTHER SPECIAL PURPOSE FUNDS (Held-over from Year to Year1 

Self-Insurance Health Fund G.L. c. 328,g 3A 
Other %st Employment Benefits (OPEB) Liabiljty Trust G.L. L 32B, 20 
Fund 
Stabilization Fund G.L. c. 40, i j  5B 
Pension Reserve Fund G.L. c. 40, 9 5D 
Unemployment compensation Fund G.L, c. 40, Ij 5E 
Ambulance Receipts Reserved G.L. c. 40, rj SF 
Beach and Pool Receipts Reserved G.C. c. 40,§ SF 
Gol l Course Receipts Resewed G.C. c. 40, 5 SF 
Skating Rink Receipts Reserved G.L. c. 40, 5 SF 
Watenvays Improvement Fund G.L. c. 40, 5 SG 

G.L. c. 60B. $ Z(i) 
Conservation Fund G.L. c. 40, SC 
Recycling Commission Fund G.L. c. 40, $ 8E-E 
Building Insurance Fund G.L. c. 40, § 13 
Workmen's Compensation Fund G.L. c. 40, $ 1 3 A  
Parking Meter Fees G.L. c. 40, § 22A 
Off-street Parking Receipls G.L. c. 40, 44 22B & 22C 
Cornmission on Disabilities Fund G.L. c. 40, $22G 
Bond Proceeds G.L. c. 44, $ 20 
State Highway and Water Pollution Funds G.L. c, 44, $ 5 3  
Insurance,'Restitutiontto Proceeds (Up lo 920,000) G.L. c. 44, 6 53 
Lost School Books!hdustrial Arts  Supplies G.L. c. 44, $53  
Grants and Gifts G.L. c, 44,§ 33A 
Sale of Real Estate Proceeds G.L. c, 44, $ 6 3  
Community Preservation Fund G.L. c. 448.5 ? 
Overlay G.L. c. 54, $9 25 & 70A 
Local Fducation Fund G.L. c. 60, 5 3C 
Scholarship Fund G.L. c. 60, 5 3C 
Law Income Seniors and Disabled Tax Relief Fund G.L. c. 60, I j  3D 
U'astewater Disposal Receipts G.L. c. 53, 1G 
Bicyclist TrafTc Fines Receipts Reserved G.L.c. 85, tj 1IE 
Non-Resident Student Motor Vehicle Registration Fines Receipts G.L. c. 90, 4 3 % 
Reserved 
Weight and Measure Fines Receipts Reserved G.L. c. 98,§ 29A 
Educational/Instructiona~ Materials Trust Fund G.L. c. 71, rj 20A 
Cemetery Sale of Luls Fund G.L.c. 114,# 15 
Cemetery Perpetual Care Funds G.C. c. 114,§  25 
Spay and Neuter Deposits G.L. c. 140,§ 139A 
County Dog Fund G.L, c. 140,$ 172 
Building and Fire Code Enforcement Fines Receipts Reserved G.L. c. 148A, § 5 
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TOWN PROPERW - LEASE OF SURPLUS SCHOOLS 
General Laws Chapter 40, Ij 3 

Section 3. A town may hold real estate for the public use of the inhabitants and may 
convey the same by a deed of its selectmen thereto duly authorized, or by a deed of a 
committee or agent thereto duly authorized; may by its selectmen let or lease for not more 
than ten years, on such terns as the selectmen determine, a public building or past 
thereof, except schoolhouses in actual use as such; may by its selectmen let or lease for 
not more than twenty-five years, real estate to the Massachusetts Bay Transportation 
Authority for use by the authority as a parking lot for commuters; may hold personal 
estate for the public use of the inhabitants, and alienate and dispose of the same; may hoId 
real and personal estate in trust for the support of schools, and for the promotion of 
education, within the limits of the town; may receive, hold and manage any devise, 
bequest or gift for the establishment or equipment of memorials for properly 
commemorating the services of the soldiers, sailors and marines who have served the 
country in war, and for the estabIishment or maintenance of any reading room for which it 
may grant money under the provisions of section five; and may make such orders as it 
may deem necessary or expedient for the disposal or use of its corporate property. All real 
estate or personal property of the town, not by law or by vote of the tom placed in the 
charge of any particular board, officer or department, shall be under the control of the 
selectmen, except as is athenvise provided in this section or section nine. 

Not~vfthstanding the provisions of this section, a city or town, with the approval of the 
school committee, may rent or lease my school building not in actual use and, with the 
approval of the commissioner of education, surplus space in a schml building in actual 
use to any one or more public or private profit-making businesses or nonprofit 
organizations; provided, however, that joint occupancy of a schooi building in actuaI use 
as such shall not interfere with educational programs being conducted in said building. 
The terns of any such rental or lease shall be as approved by the school committee; 
provided. however, that no school building not in actual use shall be tented or Eased for 
an initial tm longer than ten years, but with renewal options if approved by the schooI 
committee. 

The monies received from such rental or lease shall be kept separate and apart from other 
city ar town finds in the city or town treasury and may be expended by the school 
committee without further appropriation for the upkeep of the facility so rented or surplus 
space which is so rented; provided, however, that any balance remaining in such account 
at the close of a fiscal year shall be paid into the General Fund of such city or town; and, 
provided further, that in any city or town that accepts this proviso, any such balance shall 
remain in said account md may be expended for the upkeep and maintenance of any 
facility under the controt of the school committee. 



PREPAYMENT TO EDUCATIONAL CULLABORATIVES 
General Laws Chapter 40, § 4E 

Section 4E. Pursuant la the provisions hereof, two or more school committees of cities, 
towns and regional school districts may enter into a written agreement to wnduct 
education programs and services which shall complement and strengthen the school 
progaams of member school committees and increase educational opportunitia for 
children. The school committees shdl collaborate to offer such programs and services, 
and the association of school committees which i s  formed pursuant hereof to deliver such 
programs and services shall be known as an education collaborative. 

The education collaborative shall be managed by n board of directors which shall be 
comprised of one person appointed by wch member school committee. Such person shall 
be either a school committee member or his designee or the superintendent of schools or 
his designee. Members of said board of directors shaII be entitled to a vote according to 
the t m s  of the education collaborative agreement. The department of education shall 
appoint an individual lo serve in an advisory capacity to the education collaboraEive 
board, Said individual shall not be entitled to vote on any matter which wmes before the 
board of directors of the education collaborative. 

The written agreement which shall form the basis of the education collaborative shall set 
forth the purposes of the program or senrice, the financial terms and conditions of 
membership of the education coIlaborative, the method of tarnination o f  the education 
collaborative and of the withdrawal of member school committees, the procedure for 
admitting new members and for amending the collaborative agreement, the powers and 
duties of the board of directors of the education collaborative to operate and manage the 
education collaborative and any other matter not incompatible with law which the 
member committees deem adtisable. The agreement shall be subject to the approval of 
the member school committees and the commissioner of education. 

Each board of directors of an education collaborative shall establish and manage a trust 
h n d ,  to be known as an Education Collaborative Trust Fund, and each such fund shall be 
designated by an appropriate name, All monies contributed by the member 
municipalities, and all grants or gifts from the federal govermnent, state government, 
charitable foundations, private corporations, or any other source, shall be paid to the 
board of directors of the education collaborative and deposited in the aforesaid Fund. 

The board of directors of the education collaborative shall appoint a treasurer who may he 
a treasurer of a city, town or regional schooE district belonging to such collaborative. 
Such treasurer shall be authorized, subject to the direction of the board af directors of the 
education collaborative, to receive and disburse all monies of the trust fund without 
m h e r  appropriation. The treasurer shall give bond annually for the faithful performance 
of his duties as collaborative treasurer in a form approved by the department of revenue 
and in such sum, not less than the amount established by said department, as shall be 
fixed by the board of directors of the education collaborative. The board of directors of 
the education collaborative in its discretion may pay compensation to the treasurer for his 
services. No member of the board of directors of the education collaborative shall be 
eligible to serve as treasurer of said collaborative. 



The treasurer of the education collaborative board of directors shall have the authority to 
make appropriate investments of the monies of the Education Collaborative Trust Fund 
consistent with the procisions of section fifty-four of chapter forty-four. 

The board of directors of an educational collaborative shall have the authority to borrow 
money, enter into long-term or short-term loan agreements or mortgages and to apply for 
state, federal or corporate grants or contracts to obtain Funds necessary to cany out the 
purpose for which such collaborative is established; provided, that the board of directors 
has determined that any mch borrowing, lorn or mortgage is cost-effective and in the best 
interest of the collaborative and its member municipalities. Such borrowing, loans or 
mortgages shall be consistent with the written agreement and articles of incorporation, if 
any, of the educational collaborative and shall be consistent with standard lending 
practices. 

The board of directors of the education coIlaborative shall have the authority to employ 
an executive oFficer who sbaIl save under the general direction of such board and who 
shall be responsible for the care and supm-ision of the education collaborative. 

The board of directors of the education collaborative shaH be d m e d  to be a public 
employer and have the authority to employ personnel, including teachers, to carry out the 
purposes and functions of the education coIlaborative. No person shall be eligible for 
employment by said b o d  of directors as an instructor of children with severe special 
needs, teacher of children with special needs, teacher, guidance counseIor or school 
psychologist unless such person has been granted a certificate by the board of education 
under the provisions of section thirty-eight G of chapter seventy-one or section six of 
chapter seventy-one A or an approval under the regulations promulgated by the board of 
education under chapter seventy-one B or chapter seventy-four with respect to the type of 
position for whlch he seeks employment; provided, however, that nothing herein shall be 
construed to prevent a board of directors of an education collaborative from prescribing 
additional qualifications. A b o d  of directors of an education collaborative may, upon its 
request, be exempted by the board of education for any one school year h r n  the 
requirements oft his section to employ certified or approved personnel when compliance 
therewith would in the opinion of the board constitute a great hardship. 

The education collaborative shall be deemed to be a public entity and shall have standing 
to sue and be sued to the same extent as a city, totvn or regional school district. An 
education collaborative, acting through its board of directors, may enter into contracts for 
the purchase of supplies, materials and services, and for the purchase or leasing of land, 
buildings and equipment as deemed necessary by such board of directors. 

A school committee of any city, to~vn or regional school district may authorize the 
prepayment of monies for any educationa1 program or service of the education 
collaborative, to the treasurer of an education collaborative, and the city, t o w  or regional 
school district treasurer shall be required to approve and pay such monies in accordance 
with the authorization of the school committee. 



STABILIZATION FUND 
General Laws Chapter 40,s 5B 

Section 5B. For the purpose of creating 1 or more stabilization funds, cities, towns and 
districts may appropriate in any year an amount not exceeding, in the aggregate, 10 per 
cent of the a m m t  raised in the preceding fiscal year by taxation of seal estate a d  
tangible personal property or such larger amount as may be approved by the director of 
accounts. The aggregate amount in such funds at any time shalI not exceed 10 per cent of 
the equalized valuation of the city or town as defined in section 1 of chapter 44. Any 
interest shall be added to and become part of the hnd.  

The treasurer shall be the custodian of all such finds and may dqosit  the proceeds in 
national banks or inwst the proceeds by deposit in savings banks, co-operative banks or 
trust companies organized under the laws of the commonwealth, or invest the same in 
such securitie as are legal for the investment of funds of savings banks under the laws of 
the comrnonweelth or in federal savings and loans associations simated in the 
comrnonweaIth. 

At the time of creating any such fund the city, town or district shall specify, and at any 
later time may a1 ter, the purpose of the f ind,  which may be for any Iawful purpose, 
including without limitation an approved school project under chapter 70B or any other 
purpose for which the city, town or district may lawfully borrow money. Such 
specification and any such alteration of purpose, and any appropriation of funds into or 
out of any such fund, shall be approved by two-thirds vote, except as provided in 
paragraph (g )  of section 21 C of chapter 59 for a majority referendum vote. Subject to said 
section 2 1 6 ,  in a town or district any such vote shall be taken at an annual or special town 
meeting, and in a city any such vote shall be taken by city counciI. 

APPROVAL OF PAYROLLS 
General Laws Chapter 41, § 41 

Section 4 1 .  No treasurer or other fiscal officer of any town or city shall pay any salary or 
compensation to any person in the sewice or employment of the town or city unless the 
payroll, bill or account for such salary or compensation shall be sworn to by the head of 
the department or the person immediazeIy responsible for the appointment, employment, 
promotion, or transfer of the persons named therein, or, in the case of the absence or 
disability of the head of the department or of such person, then by a person designated by 
the head of the department and approved by the board of selectmen in toms, and by the 
mayor in cities, or by the city manager in cities operating under a Plan D or Plan E 
charter. A commission, committee or b a r d  of trustees in a city or town, including a city 
council, board of aldermen or common council in a city, may for purposes of this section 
designate any one of its members to make oath to a payroll, bill or account for salary or 
compensation of its members or employees. This provision shall not limit the 
responsibility of each member of any such body in the event sf a noncompliance with this 
section. 



APPROVAL OF WARRANTS FOR PAYMENT 
General Laws Chapter 41,s 56 

Section 56. The selectmen and all boards, committees, heads of departments and o fficm 
authorized to expend money shall approve and transmit to the town accountant as soften as 
once ench month all bills, drafts, orders and pay roIls chargeable to the respective 
appropriations of which they have the expenditure, Such approval shall be given only 
after an examination to determine that the charges are correct and that the goods, 
materials or services charged for were ordered and that such goods and materials were 
delivered and that the services were actually rendered to or for the town as the case may 
be; provided, however, that such approval may be given to any bill received from a state 
agency far the town's share of the costs of a federal urban planning assistance program, 
established under the provisions of section 701 of PubIic Law 83-560, as amended, before 
my goods, materials or services ordered or to be ordered under such a program have been 
delivered or actually rendered, as the case may be. The towm accountant shall examine a11 
such bilIs, drafts, orders and pay rolls, and, if found correct: and approved as herein 
provided, shall draw a warrant upon the treasury for the payment of the same, and the 
treasurer shall pay no money h m  the treasury except upon such wamnt approved by the 
selectmen, If there is a failure to elect or a vacancy occurs in the ofice of se!ectman, the 
remaining selectman or selectmen, together with the town clerk, may approve such 
warrant. The town accountant may disallow and refuse to approve for payment, in whole 
or in part, any claim as fraudulent, unlawful or excessive, and in such case he shall file 
with the town treasurer a written statement of the reasons for such refisal. The treasurer 
shall not pay any claim or bill so disallowed by the town accountant. So far as apt this 
section shall apply to cities. 

TOWN ACCOUNTANTS 
General Caws Chapter 41,957 

Section 57. The town accountant shall keep a complete set of books wherein shall be 
entered the amount of each specific appropriation, the amounts and purposes of 
expenditures made therefrom, the receipts from each source of income, the amount of 
each assessment levied, and the abatements made; and he shall keep his accounts, so far 
as practicable, in conformity with the classifications and forms prescribed by the director 
of acwmts in accordance with section forty-three of chapter forty-four and in conformity 
a-ith any systems, classifications, foms and designations prescribed pursuant lo 
regulations of the board of education for use by school committees. The town accountant 
shall have custody of all contracts of the town, sl~all keep a register of the sureties on all 
bonds of indemnity given to the town, shall keep a detailed record of the town debt, 
showing the purpose for which it was incursed, when incurred, when due, the rate of 
interest and the provisions made for the payment of the debt. 



TOWN BUDGETS 
General Caws Chapter 41,559 

Section 59. The selectmen and all boards, committees, heads of departments, or other 
officers of a town authorized by law to expend money shall furnish to the town 
accountant, or, if there is no to rn  accountant, to the appropriation, advisory or finance 
committee, if my, otherwise to the selectmen, not less than ten days before the end of the 
calendar year, or not less than ninety days prior to the date of the start of the annual town 
meeting whichever i s  later, detailed estimates of the amount necessary for the proper 
maintenance of the departments under their jurisdiction for the ensuing fiscal year, with 
explanatory statements as to any changes from the amounts appropriated for the same 
purposes in the then current fiscal year, rtnd an estimate of amounts necessary for outlays 
or permanent improvements. They shall dso prepare estimates of any income likely ta be 
received by the town during the ensuing fiscal year in connection with the town's business 
or prop- intrusted to their care. The selectmen shalI include in their estimates the 
salaries and expenses wnnected with their own office, and the salaries of all other t o m  
officers shall be included in the estimates for the office, department or branch of the 
public sen-ice of which they are in charge. The treasurer shall, in addition to his estimate 
of the amount required for the maintenance of his own office, prepare a separate 
statement indicating the amounts required for the payment of interest on the town debt 
and for the payment of such portions of the town debt as may become due during the 
ensuing fiscal y m .  

LIABILITIES IN EXCESS OF APPROPRIATION 
General haws Chapter 44,s 31 

Section 3 1.  No department financed by municipal revenue, or in whole or in part by 
taxation, of any city or town, except Boston, shall incur a liability in excess of the 
appropriation made for the use of such department, each item recommended by the mayor 
and voted by the council in cities, and each item voted by the fm\m meeting in towns, 
being considered as a separate appropriation, except in cases of major disaster, including, 
but not limited to, flood, drought, fire, hurricane, earthquake, storm or other catastrophe. 
whether natural or otherwise, which poses an immediate threat to the health or safety of 
persons or property, and then only by a vote in a city of two-thirds of the members of the 
city council, and in a town by a majority vote of all the selectmen. Payments of liabilities 
incurred under authority of this section may be made, with the witten approval of the 
director, from any available funds in the treasury, and the mounts of such liabilities 
incurred shall be reported by the auditor or accountant or other officer having similar 
duties, or by the treasurer if there be no such officer, to the assessors who shall include 
the amounts so reported in the amsate  appropriations assessed in the determination of 
the next subsequent annual tax rate, unless the city or tom has appropriated amounts 
specified to be for such liabilities; provided, that, if proceedings are brought in 
accordance with provisions of section fifty-three of chapter forty, no payments shall be 
made and no amounts shall be certified to the assessors until the termination of such 



proceedings. Payments of final judgments and awards or orders of payment approved by 
the industrial accident board rendered after the fixing of the tax rate for the current fiscal 
year may, with the approval of the director of accounts if the amount of the judgment or 
award is over ten thousand dollars, be made from any available finds in the treasury, and 
the payments so made shall be reporTed by the auditor or accountant or other officer 
having similar duties, or by the treasurer if there be no such officer, to the assesson, who 
shall include the amount so reported in the aggregate appropriations assessed in the 
determination of the next subsequent annual tax rate, unless the city or town has 
othenrrise made provision therefor. 

The provisions of this section, so far as apt, shall apply to districts, and the prudential 
committee, if any, athemrise the commissioners, shall act in place of the members of the 
city council or selectmen. 

APPROPRIATION TRANSFERS 
General Laws Chapter 44,s 33B 

Section 33B. (a) On recommendation of the mayor, the city council may, by majority 
vote, transfer any amount appropriated for the use of any department to mother 
appropriation for the same department. In addition, the city council may, by majority 
vote, on recommendation of the mayor, transfer within the last 2 months of any fiscal 
).ear, or during the first I5 days of the new fiscal year to apply to the previous fiscal year, 
an amount apprapnated for the use of any department other than a municipal light 
department or a school department to the appropriation for my other department, but the 
amount transferred from 1 department to another may not exceed, in the aggregate, 3 per 
cent of the annual budget of the department from which the transfer is made. Except as 
provided in the preceding sentence, no transfer shall be made of any amount appropriated 
for the use of any city department to the appropriation for any other department except by 
a 2/3 vote of the city council on recommendation of the mayor and with the written 
approval of the amount of the transfer by the department having control of the 
appropriation from which the transfer is proposed to be made. N o  transfer involving a 
municipal light deparbnent or a school department shall be made under the previous 
sentence without the approval of the amount of the transfer by a vote of the municipal 
light department board or by a vote of the school committee, respectively. 

(b) A town may, by majority vote at any meeting duly held, transfer any amount 
pretiously appropriated to any other use authorized by law. AItematively, the selectmen, 
with the concurrence of the finance committee or other entity establish under section 16 
of chapter 39, may transfer within the last 2 months of any fiscal year, or during the first 
15 days of the new fiscal year to apply to the previous fiscal year, any amount 
appropriated for the use of any department other than a municipal light department or a 
school department to the appropriation for any other department or within a department, 
but the amount transfemd from 1 department to another or within a department may not 
exceed, in the aggregate, 3 per cent of the annual budget of the department from or within 
which the transfer is made or S5,000, whichever is greater. 



(c) No approval other than that expressly provided in this section shall be required for any 
transfer under this section. 

TREATMENT OF MUNICIPAL REVENUES 
General Laws Chapter 44,s 53 

Section 53. All moneys received by any city, town or district O ~ G ~ F  or department, 
except as otherwise provided by special acts and except fees provided for by statute, shall 
be paid by such oficers or department upon their receipt into the city, town or district 
treasury. Any sums so paid into the city, town or district treasury shall not later be used 
by such officer or department without specific appropriation thereof; provided, however, 
that (1 )  sums allotted by the wmmonwealth or a caunty to cities or towns for highway 
purposes and sums dlotted by the commonwealth to cities, towns or districts for water 
pollution control purposes shall be available therefor without specific appropriation, but 
shall be used only for the purposes for which the allotment is made or to meet temporary 
loans issued in anticipation of such allotment as provided in section six or six A, (2) sums 
not in excess of twenty thousand dollars recovered under the terms of fire or physical 
damage insurance policy and sums not in excess of twenty thousand dollars received in 
restitution for damage done to such city, town or district property may be used by the 
officer or department having control of the city, town or district property for the 
restoration or replacement of such pcop&y without specific appropriation and (3) sums 
recovered from pupils jn the public schools for loss of school books or paid by pupils for 
materials used in the industrial arts prqiects may be used by the school committee for the 
replacement of such books or materials without specific appropriation. 

TREATMENT OF GIFTS AND GRANTS 
General Laws Chapter 44,s 53A 

Section 5314. An officer or department of any city or town, or of any regional school or 
other district, may accept grants or gifts of funds From the federal government and fim a 
charitable foundation, a private corporation, or an individual, or from the commonwealth, 
a county or municipality or an agency thereof, and in the case of any grant or gift given 
for educational purposes may expend said funds for the purposes of such grant or gift 
with the approval of the school committee, and in the case of any other grant or gift may 
expend such funds for the purposes of such grant or gift in cities having ;a Plan D or Plan 
E form of government with the approval of the city manager and city council, in all other 
cities with the approval of the mayor and city council, in towns with the approval of the 
board of selectmen, and in districts with the approval of the prudential committee, if any, 
otherwise the commissioners. Notwithstanding the provisions of section fifty-three, any 
amounts so received by an officer or department of a city, town or district shall be 
deposited with the treasures of such city, town or district and held as a separate account 
and may be expended as aforesaid by such officer or depamnmt receiving the grant or 
gift without further appropriation. If the express written terms or conditions of the grant 
agreement so stipulate, interest on the grant funds may remain with and become a part of 
the grant account and may be expended as pad of the grant by such officer or depastment 



receiving the grant or gift without further appropriation. Any grant, subvention or subsidy 
for educational purposes received by an officer or department of a city, town or school 
district b m  the federal government may be expended by the school committee of such 
city, town or district without including the purpose of such expendim in, or applying 
such amount to, the annual or any supplemental budget or appropriation request of such 
committee; provided, however, that this sentence shall not apply to mounts so received 
to which section twenty-six C of chapter seventy-one of the General Laws, md chapter 
six hundred and twenty-one of the acts of nineteen hundred and fifty-three, as amended, 
and chapter six hundred and sixty-four of the acts of nineteen hundred and fiftyeight, as 
amended, apply; and, provided further, that nobvithstmding t be foregoing provision, this 
sentence shall apply to amounts so received as grants under the Elementaq and 
Secondary Education Act of 1965, (Public Law 89- 10). After receipt of a written 
commitment from the federal government approving a grant fur educational purposes and 
in anticipation of receipt of such funds from the federal government, the treasurer, upon 
the request of the schooI committee, shall pay from the General Fund of such 
municipality compensation for savices rendered and goods supplied to such federal grant 
pmTDerams, such payments to be made no later than ten days after the rendition of such 
services or the supplying of such goods; provided, however, that the provisions of such 
federal grant would allow the treasurer to reimburse the General Fund for the amounts so 
advanced. 

GIFTS OF PERSONAL PROPERTY 
General Laws Chapter 44,s 53A% 

Section 53A1/2. A city council, with the mayor" approval if the charter so provides, or a 
board of selectmen or tonm council map, in its sole discretion and authority, accept gifts 
of tangible personal property on behalf of the city or town from the federal govmment, a 
charitable foundation, private corpration, individual, or fiom the commonwealth or any 
political subdivision thereof, md may, in its sole discretion and authority, use said gifts, 
without specific appropriation thereof, for the purpose of such a gift or, if no restrictions 
are attached to the gift, for such other purposes as it deems advisable. 

DEPARTMENTAL REVOLVING FUND 
General Laws Chapter 44,s 53E% 

Section 53EX. Notwithstanding the provisions of section fifty-three, a city or town may 
annually authorize the use of one or more revolving finds by one or more municipal 
agency, board, department or oflice which shall be accounted for separately h m  all other 
monies in such city or town and to whish shall be credited only the departmental receipts 
received in connection with the programs supported by such revolving fund. 
Expenditures may be made fiom such revolving fund without further appropriation, 
subject to the provisions of this section; provided, Plowever, that expenditures shall not be 
made or liabilities incurred from any such revolving fund in excess of the balance of the 
fund nor in excess of the total authorized expenditures f k m  such fund, nor shall any 
expenditures be made unless approved in accordance with sections forty- one, forty-two, 
fifty-hvo and fifty-six of chapter forty-one. 



Interest earned on any revolving fund balance shall be treated as general fund revenue of 
the city or town. No revohing fund may be established pursuant to this section for 
receipts of a municipal water or sewer department or of a municipal hospital. No such 
revolving fund may be established if the aggregate limit of all revolving funds authorized 
under this section exceeds ten percent of the amount raised by faxation by the city or town 
in the most ment fiscal year for which a tax rate has been certified under section twenty- 
three of chapter fifty-nine. No revolving fund expenditures shall be made for the purpose 
of paying any wages or salaries for full time employees unless such revolving fund is also 
charged for the costs of fringe benefits associated with the wages or salaries so paid; 
provided, however, that such prohibition shall not apply to wages or salaries paid to full 
or part-time employees who are employed as drivers providing transportation for public 
school students; provided further, that only that portion of a revolving fund which is 
afiributable to transportation fees may be used to pay such wages or salaries and provided, 
further, that any such wages or salaries so paid shall be reported in the budget submitted 
for the next fiscal year. 

A revoIving find established undet the provisions of this section shall be by vote of  the 
annual town meeting in a tow, upon recommendation of the b a r d  of selectmen, and by 
vote of the city council in a city, upon recommendation of the mayor or city manager, in 
Plan E cities, and in any other city or town by vote of the legislative body upon the 
recommendation of the chief administrative or executive officer. Such authorization shall 
be made annually prior to each respective fiscal year; provided, however, that each 
authorization for a revolving fund shall specie: (1 3 the programs and purposes for which 
the revolving fund may be expended; (2) the departmental receipts which shall be 
credited to the revolving fund; (3) the b o d ,  department or officer authorized to expend 
from such fund; (4) a limit on the total amount which may be expended from such f ind  in 
the ensuing fiscal year; and, provided, further, that no board, department or oficer shall 
be authorized to expend in any one fiscal year from all revolving funds under its direct 
conbol more than one percent of the amount raised by taxation by the city or tow1 in the 
most recent fiscal year for which a tax rate has been certified under section twenty-three 
of chapter difty-nine. 

Notwithstanding the provisions of this section, whenever, during the course of any fiscal 
year, any new revenue source becomes available for the establishment of a revolving fund 
under this section, such a fund may be established in accordance with this section upon 
certification by the ci@ auditor, town acwuntant, or other oftices having similar duties, 
that the revenue source was not u s d  in computing the most recent tax levy. 

In any fiscal year the limit on the amount that may be spent from a revolving f ind may be 
increased with the approval of the city council and mayor in a city, or with the approval 
of the selectmen and finance committee, if any, in a tourn; provided, however, that the 
one percent limit established by clause (4) of the third paragraph is not exceeded. 

The board, department or officer having charge of such revolving fund shall report to the 
annual town meeting or te the city council and the board of selectmen, the mayor of a city 
or city manager 111 a Plan E city or in any other city or town to the legislative body and the 
chief administrative or executive officer, the total amount of receipts and expenditures for 



each revolving fund under its control for the prior fiscal year and for the current fiscal 
year through December thirty-first, or such later date as the town meeting or city council 
may, by vote determine, and the amount o f  any increases in spending authority granted 
during the prior and current fiscal years, together with such other information as the town 
meeting or city council may by vote require. 

At the close of a fiscal year in which a revolving find is not reauthorized for the 
following year, or in which a city or town changes the purposes for which money in a 
revolving fund may be spent in the feElovving year, the balance in the fund at the end of 
the fiscal year shall revert to surplus revenue unless the annual town meeting or the city 
council and mayor or city manager in a Plan E city and in any other city or town the 
legislative body vote to transfer such balance to another revolving Fund established under 
th i s  section, 

The director of accounts may issue pidelines further regulating revolvjng funds 
established under this section. 

ENTERPRISE FUND 
General Laws Chapter 44,s 53% 

Section 53F I /2. Notwithstanding the provisions of section fifty-three or my other 
provision of law to the contrary, a city or town which accepts the provisions of this 
section may establish a separate account classified as an '"ntmprise Fund'" for a utility, 
health care, recreational or transportation facility, and its operation, as the city or town 
may designate, hereinafter referred to as the enterprise. Such account shall be maintained 
by the treasurer, and all receipts, revenues and funds from any source derived from all 
activities of the enterprise shall be deposited in such separate account. The treasurer may 
invest the funds in such separate account in the manner authorized by sections fifty-five 
and fifty-five A of chapter forty-four. Any interest earned thereon shall be credited to and 
become part of such separate account. The books and records of the enterprise shall be 
maintained in accordance with generally accepted accounting principles and in 
accordance with the requirements of section thisty-eight. 

No later than one hundred and twenty days prior to the beginning of each fiscal year, an 
estimate of the income for the ensuing fiscal year and a pmposed line item budget of the 
enterprise shalI be submitted to the mayor, board af sele~tmen or other executive 
authority of the city or town by the appropriate local entity responsible for operations of 
the entaprise. Said board, mayor or other executive authority shall submit its 
recommendation to the town meeting, town council or city council, as the case may be, 
which shall act upon the budget in the same manner as all other budgets. 

The city or town shaIl include in its tax levy for the fiscal year the amount appropriated 
for the total expenses of the enterprise and an estimate of the income to be derived by the 
operations of the enterprise. If the estimated income is less than the total appropriation, 
the difference shall be added to the tax l e y  and raised by taxation, If the estimated 
income is more than the total appropriation, the excess shall be appropriated to a separate 



reserve fund and used for capital expenditures of the enterprise, subject l o  appropriation, 
or to reduce user charges if authorized by the appropriate entity responsible for openilions 
of the enterprise. If during a fiscal year the enterprise incurs a Toss, such loss shall be 
included in the succeeding fiscal year's budget. 

If during a fiscal year the enterprise produces a surplus, such surplus shall be kept in such 
separate reserve fund and used for the purposes provided therefor in this section. 

For the purposes of this section, acceptance in a city shall be by vote of the city council 
and approval of the mayor, in a town, by vote of a special or annual town meeting and in 
any other municipality by vote of the legislative body. 

A city or town which has accepted the provisions of this section with respect to a 
designated enterprise may, in like manner, revoke its acceptance. 

MEDICAID REIMBURSEMENTS 
General Laws Chapter 44,s 72 

Section 72. Notwithstanding the provisions of any general or special law to the conmry, 
any local government entity may receive federal funds for reimbursable medical services 
where all conditions set forth in this section are met. Federal papen t s  under Title XIX of 
the Social Security Act, claimed pursuant to this section, shall be distributed as follows: 
(1 $ with regd  to federal payments that are attributable to reimbursable medical services 
provided to students who are in residential special education programs pursuant to the 
provisions of chapter 7 1 B, (a) 58 per cent of such payments shall be returned to the local 
government entity, and (b) 50 per cent of such payments shall be deposited into the 
general fund; (2) with regard to federal payments that are attributable to any other 
reimbursable medical service, I 00 per cent of such payments shall be returned to the local 
government entity, except that, for the purpose of paying the contingency fee due to a 
commonwealth contractor for obtaining federal payments attributable ta such non- 
education-related services, the comptroller shall retain from such a local government 
entity payments in an amount equal to such contingency fee, For purposes of this section, 
"commonwealth conbractos" shall mean any party with whom the commonwealth has 
entered into a contingency agreement for the purpose of assisting the local government 
entity in obtaining federal reimbursement. Federal pajmmts under Title XXI of the 
Social Security Act, claimed pursuant to this section, shall be distributed as follows: (1) 
any federal payment amount in excess of 50 per cent of the expenditure amount claimed 
by the division of medical assistance on the federal claim form shalI be deposited into the 
Children's and Seniors' Health Care Assistance Fund established by section 2FF of 
chapter 29; and ( 2 )  the remaining federal payment amount shal! be distributed in  the 
manner described in the preceding sentence. A n y  funds received by a local government 
entity pursuant to the provisions of this section shall be considered unrestricted rewnue 
of the local government entity and may be spent in accordance with any general or special 
law governing the expenditure of the entity" revenues. Before incurring any cost or 
providing any service for which it intends to claim federal payments under this section, 
the local government entity shall obtain the approval of the division, but the division, in 



its sole discretion, may waive this requirement where it determines that such a waiver 
would be in the best interests of the commonwealth. To receive any mounts under this 
section, the local government entity shall enter into a written agreement with the division 
directly or indirect1 y through an agency or other political subdivision, which agreement 
shall contain all provisions that the division deems suitable or necessary to support any 
claim for federal payments under this section. In addition, any local gmwmment entity 
that has entered into a written agreement with the division shall provide €0 the division, 
on such forms and at such times as the division may require, my infomation that the 
division deans suitable or necessary to support any cZaim for federal paynents under this 
section. The division shall have the sole discretion to approve or disapprove any locaI 
government entity's proposal to claim federal payments. No action or failure to act by the 
division under this section shall be subject to any administrative or judicial review. The 
parent or guardian of any child who receives any smice for which a local g o v m m t  
entity is responsible under this section and which otherwise would be a reimbursable 
medical service shaIl, upon request, disclose to such local government entity the child's 
member identification number established by the division. For the purposes of this 
section, "federal payments" shall mean amounts received by the commonwealth as 
reimbursement for the federal share of payments for services described herein. For the 
purposes ofthis section, "local government entiv '  shall mean any city or town, public 
health commission, charter school or regional schml district that is responsible, or 
assumes responsibility, either directly or indirectly through an agency or other political 
srmbdivision, for payment of the state share for services described herein. Such state share 
shall consist exclusively of public funds. Any local or regional school district or 
committee and the department of education may also contribute to the state share for any 
such services that are provided under the auspices of said department. For the purposes of 
this section, "'reimbursable medical sewices" shall mean services, including 
administrative activities related to such services, that are medically necessary and for 
which federal payment othenvise is availabIe under the programs of medical care and 
assistance established under chapter 1 I XE and policies, procedures and criteria 
established by the division. For the purposes of this section, "state share" shall mean 
amounts which the commonwealth is obligated to assume in order to claim federal 
payment for reimbursable medical services, 

DEFICITS AND AVAILABLE FUNDS 
General Laws Chapter 59, 5 23 

Section 23. The assessors shall annually assess taxes to m amount not less than the 
aggregate of all amounts appropriated, granted or lawfully expended by their respective 
towns since the Iast preceding annual assessment and not provided for therein, of all 
mount s  required by law to be raised by taxation by said towns during said year, of all 
debt and interest charges matured and maturing during the next fiscal year and not 
othem?ise provided for, of all amounts necessary to sat isfy final judgments against said 
towns, and of all abatements granted on account of the tax assessment of any year in 
excess of the overlay of that year and not otherwise provided for or any such deficits 
resul sing from section fi fly-three E of chapter forty-four; but such assessment shdl not 
include liabilities for the payment of which towns have Iawfully voted to contract debts. 



Any estimate of interest charges attributable to variable interest rates on obligations 
issued pursuant to section twenty-two A o f  chapter forty-four shall be subject to the 
approval of the commissioner. The assessors shall deduct frorn the amount required to be 
assessed (a) the mount of all estimated receipts of their respective towns lawfully 
applicable to the payment of the expenditures of the next fiscal year, excluding sums to 
be received from the cornmonweallth or county for highway purposes, other than funds 
required to be distributed under section eighteen B of chapter fifty-eight, and excluding 
estimated receipts from loans and tax=, but including estimated receipts from the excise 
levied under chapter sixty A and receipts estimated by the commissioner under section 
twenty- five A of cha~ter fifty-eight, (b) the amount of all appropriations votecf from 
available funds for the purpose of deduction, and (c) the amount of all other 
appropriations voted h r n  available funds. Deductions made by the assessors under any 
provision of this section shall not be subject to the approval of the commissioner; 
provided, however, that deductions made under clause (a) on account of estimated 
receipts, other than those estimated by the mmissioner, shall not exceed the aggregate 
amount of actual receipts seceivd during the preceding fiscal year from the same sources, 
except with the written approval of the commissioner; and provided, further, that 
deductions made under clauses (b) and (c) shall not exceed the sums certafied to the 
assessors and the commissioner by the director of acwunts, aRer such examination of the 
accounts of the town as he may deem proper, as the amounts of available funds on hand 
on the preceding July the first with such additional funds as are hereinafter authorized not 
otherwise appropriated. Said director shall promulgate and from time to time revise rules 
and regulations for determining the available funds of a city or town in accordance with 
established accounting practices of said bureau of accounts. This section shall not be 
construed to require any approval for the use, application, transfer, appropriation or 
expenditure of any W s  or accounts provision for which use, application, transfer, 
appropriation or expenditure is made under any other general or special law, beyond such 
approval or approvals as are required by such other general or special law. 

En determining the amount of available hnds to be deducted under the provisions of 
clauses (b) and (c), such available funds shall be the amount certified by the director of 
accounts as available on July the first next preceding the date of the appropriation, 
reduced by the amount of all intervening appropriations from available funds, and 
increased by the total of the proceeds from the sale of tax title possessions and the 
receipts h m  tax title redemptions, in addition to the real and pmonal property taxes of 
prior fiscal years, and such other amounts as the director may authorize, colIected 
between said July first and a date which shall in no event be later than March thirty-first; 
provided, however, that no increases to the amount of certified available hnds  shall be 
allowed unless such increases have received the written approval of the director prior to 
the appropriation of  such mounts. Such amounts of available funds so certified by the 
director of accounts as available on the July first immediateEy preceding shall be reported 
by the town acwuntnnt to the board of selectmen, or by the city auditor to the mayor or 
city manager and to the city counciI or board of aldermen, and shall be subject to 
appropriation. 

To the extent that appropriations for programs provided for under chapter seventy-one B 
have been made without taking into account any reimbursement to which the city or town 
is entitled during the fiscal year under section thirteen of said chapter seventy-one B, the 
amount of such reimbursement, but not in excess of such appropriations, shalI be 



induded with other estimated receipts by the board of assessors of every city or tom 
when compiling the Iocal tax rate under this section. Such board of assessors shall show 
as an offset when compiling such rate the amount which represents the excess of such 
reimbursement aver such appropriations. 

The auditor or similar accounting officer in each city or town shall certify as soon as may 
be to the board of assessors the total of the proceeds from the sale of tax title possessions 
and receipts from tax title redemptions, in addition to the total real and personal taxes of 
prior years collected from July the first of the current fiscal year up to and including 
March the thirfy-fmt of the same year. 

If, prior 'lo June first the assessors of any city except Boston shall not have received from 
the city clerk a certificate under section fifteen A of chapter forty-one of the 
appropriations voted for the annual budget for the next fiscal year and if it appears to 
them, a R a  inquiry of the city clerk, that such appropriations have not been voted, they 
shall forthwith assess a tax for said year in accordance with the provisions of this section, 
except that, in determining the amount of the tax to be assessed, there- sl~all be considered 
as having been appropriated for the annual budget for said year an amount equal to the 
aggregate appropriations voted for the annual budget for the then current fiscal year. 
Nomi thstanding the provisions of any general or special law, the provisions of this 
section, so far as apt, shall apply to fire, water and improvement districts. 

No city, town or district tax rate for any fiscal year shdl be fixed by the assessors until 
such rate has been approved by the commissioner, and n rate shall not be approved until 
the commissioner determines that the deductions under this section and the overfay 
addition under section twenty-five are in full compliance of law and are reasonable in 
amount. No city, town or district tax rate for any fiscal year shall be changed after it has 
been approved by the commissioner and returned to the assessors. 

SCHOOL DAY CARE REVOLVING FUND 
General Laws Chapter 77, $5 26A-26C 

Section 26A. If the school committee of a town determines that suficient need exists 
therein far extended school services for children, between three and fourteen years of age, 
of parents who are employed, and rvhase employment is determind by said committee to 
be necessary for the welfare of their families, said school committee, subject to section 
twenty-six B, and with the approval of the city council or selectmen may establish and 
maintain such services. 

Section 26B, If said school committee, upon determination by it of sufficient need, votes 
that said sewices should be established by it in such town upon approval of the city 
council or selectmen, i t  shall submit in writing a plan of said services to the 
comissjoner of education for his witten approval; provided, that said extended school 
services proposed in said plan shall consist of such czue as shall be determined by 
standards established by said commissioner in consultation with the state department of 
public health and shall be operated by said school committee under the general 
supervision of said commissioner; and provided further, that said school committee shall 



establish as  one of the rules of admission of any such child to the benefits of said 
extended school services that the parents of such child shall pay toward the cost of said 
services such sum as said school committee shall determine. For the purposes of clause 
(2) of section five of chapter forty, the establishment and maintenance of said extendd 
school services shall be deemed to be included within the term ""support of public 
schools" . 

Section 26C. The commonwealth and the school committee of any town may accept 
funds from the federal government far the purposes of sections twenty- six A to twenty- 
six F, inclusive. The school wmmittee of any town may receive contributions in the form 
of money, material, quarters or services for the purposes of said sections from 
organizations, employers and othes individuals. Such contributions received in the form 
of money, together with fees from parents and any allotments received h r n  the federal 
government for said purposes, shall be deposited with the treasurer of such town and held 
as a separate account and expended by said school committee without appropriation, 
notwithstanding the provisions of section fi fly-three o F chapter forty-four, 

SCHOOL APPROPRIATIONS 
General Caws Chapter 71,s 34 

Section 34. Every city and town shall annually provide an amount of money sufficient far 
the support of the public schools as required by this chapter, provided however, that no 
city or town shall be required ta provide more money for the support of the public schools 
than is appropriated by l~ote of the legdative body of the city or town. In acting on 
appropriations for educational costs, the city or town appropriating body shall vote on the 
total amount of the appropriations requested and shall not allmate appropriations among 
accounts or place any restriction on such appropriations. The superintendent of schools 
in any city or town may address the local appropriating authority prior to any action on 
the school budget as recommended by the school committee notwithstanding his place of 
residence. The city or town appropriating body may make nonbinding monetary 
recommendations to increase or decrease certain items allocating such appropriations. 

The vote of the legislative body of a city or town shall establish the total appropriation for 
the support of the public schools, but may not limit the authority of the school wmmittee 
to determine expenditures within the total appropriation. 

STUDENT ATHLETIC AND ACTIVITIES REVOLVING 
FUND 

STUDENT ACTIVITY AGENCY FUND 
General Laws Chapter 71,s 47 

Section 47. The committee may supervise and control all athletic and other organizations 
composed of public school pupils and bearing the school name or organized in 
connection therewith. It may directly or b u g h  an authorized representative determine 
under what conditions the same may compete with similar organizations in other schools. 



Expenditures by the wmmittee for the organization and conduct of physical education, 
athletics, sports, games and play, for providing proper apparatus, equipment, supplies, 
athletic urearing apparel, including appropriate souvenir gannents and trophies, and 
facilities for the same in the buildings, yards and playgrounds under the control of the 
wmmittee, or upon any other land which it may have the right or privilege to use for this 
purpose, and for the employment of experienced athletic directors to supenrise said 
phyicacal education, athletics, sports, games and play, shall be deemed to be for a school 
purpose. Expenditures by the committee for making special awards to pupils who have 
performed meritoriously in the fields of art, debating, distributive education, music, 
science, social studies or languages shall also be deemed to be for a school purpose. 
Cities and towns may appropriate for the employment of coaches to svpewise in public 
schools physical education, athletics, sports, games and play, and for the transportation 
and expenses of public school athletic teams, coaches, cheerleaders, bands and any other 
goups composed of public school pupils which bear the school name and are under the 
control of the school committee, within and without the commonwealth, to places where 
athletic contests or physical education, sports, games, play, musical festivals, competition 
or othet events are held, and for the purchase of band and cheerleaders' uniforms and 
musical instruments for the members of bands composed of public school pupils and 
bearing the school name and under the control of the scl~ool committee. All receipts by 
the committee in connection with the conduct of activities provided for under this section 
or any other activity not expressly provided for in this chapter but sponsored by the 
school: wrmnittee in which participation is contingent upon the payment of a fee by the 
participant, shall be deposited with the treasurer of such town or, in cases where the town 
is a member of a regional school district, with the treasurer of such district and held as a 
separate account and expended by said school committee without further appropriation, 
notwithstanding the pmvisions of section fifty-three of chapter forty-four. No money 
may be expended h m  an appropriation or from the separate fund authorized by this 
section except upon the approval of the school wmmittee, or of the selectmen in towns 
and of mayors in cities. for travel to other states. 

Nomithstanding the provisions of the preceding paragraph or section fiftythree of 
chapter forty-four, the school conunittee of a city, town or district may authorize a school 
principal to receive money in connection with the conduct of certain student activities and 
to deposit such money, with the municipal or regional school district treasurer, into an 
interest bearing bank account, hereinaRer referred to as the Student Activity Agency 
Account, duly established by vote of the school committee to be used for the express 
purpose of conducting student activities. lnterest earned by such Student Activity Agency 
Account shall be retained by the fund and the school committee shall determine for what 
purpose such earnings may be used. h addition to such Student Activity Agency 
Account, the school committee may authorize the municipal or regional school district 
treasurer to establish a checking account, hereinafter referred to as the Student Activity 
Checking Account, to be operated and controlled by a school principal and from which 
funds may be expended exctusivdy for student activity purposes for the student activities 
authorized by the school committee. Such account shall be used for expenditures only 
and funds; received for student activities may not be deposited direct1 y into such account. 

The school committee shall vote to set the maimurn  balance that may be on depasit in 
such Student Activity Checking Account. "Fkre principal designated to operate and control 
such Student Activity Checking Account shall give bend to the municipality or district in 



such amount as the treasurer shall determine to secure the principal's faithful performance 
of his duties in wnnection with such account, To the extent that the funds are available 
in such Student Activity Agency Account, funds up to the maximum balance set by the 
school committee shdl be transferred from the Student Activity Agency Account through 
the warrant process to initially fund such Student Activity Checking Account. 

Periodically, to the extent that finds are available in such Student Activity Agency 
Account, the municipal or regional school district treasurer shall reimburse such Student 
Activity Checking Account, through the wanant process, to restore the limit set by the 
school committee, The principal shall adhere to such administrative procedures as the 
municipal or regional school district veasurer or accountant may prescribe. There shall 
be an annual audit of the student activity funds which shdl be conducted in accordance 
wit11 procedures as agreed upon between the school committee and the auditor based upon 
guidelines issued by the department of education. 

ORDERS FOR SCHOOL MATERIALS 
General Laws Chapter 71,s 49A 

Section 49A. At my time afier the annual appropriations for the ensuing fiscal year are 
made by a city or towm or by all the member cities and towns of a regional school district, 
a school committee may order materials, supplies and equipment and may contract for 
senlices for the public schools which are chargeable against such appropiations, 
provided that no p a p e n t  therefor shall be made prior to the commencement of said 
ensuing fiscal year. 

USE OF SCHOOL PROPERTY 
General Laws Chapter 71,s 71 

Section 71. the purpose of promoting the usefulness of public school property the 
schooI committee of any town may conduct such educational and recreational activities in 
or upon school property under its control, and, subject ro such regulations as it may 
establish, and, consistently and without interference with the use of the premises for 
school purposes, shall allow the use thereof by individuals and associations for such 
educational, recreational, social, civic, philanthropic and like purposes as it deems for the 
interest of the community. The affiliation of any such association with a religious 
organization shall not disqualify such association from being allowed such a use fur such 
a purpose. The use of such property as a place of assemblage for citizens to hear 
candidates for pubIic office shalI be considered a civic purpose within the meaning of this 
section. A school committee shall award concessions for food at any field under i ts  
control only to the highest responsible bidder. This section shall not apply to Boston. 



PREPAYMENT OF SPECIAL NEEDS TUITIONS 
General Laws Chapter 71,s 71 D 

Sedion 71 D. A school committee of any city, town, or regional school district may 
authorize the prepayment of tuition for a period not exceeding three months to any 
approved private school or approved program source which a student is attending under 
the provisions of chapter seventy-one B, and the city, town or regionaI school district 
treasurer shall be required to approve and pay such monies in accordance with the 
authorization of the school committee. 

USE OF SCHOOL PROPERTY FUND 
General Laws Chapter 71,s 7q E 

Section 7 F E. In any city or tourn which accepts this section, all moneys received by the 
school committee in connection with the conduct of adult educafion and continuing 
education programs, including, but not limited to aduIt physical fitness programs 
conducted under section seventy-one 8, summer s c h d  programs and programs 
designated by prior vote of said committee as community school programs, and in 
connection with the use of school property under section seventy-one, shall be deposited 
with the treasurer of the town or city and held as separate accounts. The receipts held in 
such a separate account may be expended by said schml committee without further 
appropriation for the purposes of the program or programs from which the receipts hdd 
in such account were derived or, in the case of the use of school property account, for 
expenses incurred in making school property availabIe for such use, notwithstanding the 
provisions of section fifty-three of chapter forty-four of the General Laws. A city or town 
may appropriate funds for the conduct of any such program or for expenses incurred in 
making school property available for such use, which funds shall be expended by the 
school committee, in addition to funds provided from other sources, Three years from the 
date a city or town accepts the provisions of this pmumph, and every third year 
thereafter, said city or town may act to rescind its original acceptance. 



MassaEhusetts Depsrfment of Revenue Division dl Local Services 
MrcPell Adams Cornmlsloner Harry Pry Grossman, Frf~f Deputy Commissroner 

Donald F. Kaminsky 
Finance Director 
Town Hall 
325 Main Street 
Oxford, MA 01540-1727 

Re: The Wilrnington Decision & School E n m b r a n c e s  
Our File No. 98-520 

Dear Mr. Kaminsky: 

This is in reply to your letter concerning the relationship between the Wilmington 
case (School Committee of Wilmington v. Town Accourzfant of Wilrnington, (1985) 19 
Mass. App. Ct. 964) and the ordinary rules governing the encumbrance of departmental 
appropriations at the end of a fiscal year. You asked particularly about the rules 
governing school department contracts for services to be performed in the foIlowing fiscal 
year. 

We $0 not believe that the c a t  of a school department contract for sewices, which 
by the contract's very terms are to be performed entirely in a succeeding fiscal year, can 
be charged against the current k c a l  year's appmpriation, However, if some part of the 
services are to be performed in the current year, then we think the entire cost of the 
contract, including the part related to the portion of the contract t o  be performed in the 
following year, may be encumbered against the current yeark appropriation. 

'She landscape of municipal schooI finance has been substantially changed since 
Wilmington by Education Reform, Ch.71 of the Acts of 1993. One p h i o n  of Education 
Refom has a direct bearing on the questions at issue in Wilrnington, G.L. Ch.70 $11 
providen that  to the extent a school district underspends its net school spending 
obligation, the balance of the appropriation {up to 5% of the required net gchool 
spending) is aubmaticaIly carried forward to the following year. No purchase orders are 
necessary for such caq-forward amounts. But for unspent school budget balances in 
municipalities that have met their net school spending obligation, this automatic cam- 
forward rule is inapplicable. The normal mIes governing encumbrances based on 
purchase orders apply. 
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Other provisions of Education Reform have an indirect bearing on the issues in 
Witmington, The entire elaborate appamtus of financial formulas in G.L. a . 7 0 ,  which 
sets out the calculation of schmls\pending requirements and municipalities' school 
finding obligations, rests on the premise that each fiscal year's school budget is for 
spending of that school year, with the one exception referred to above that derives from 
811. This presupposition in Ch.70 highlights the significance of the language of G,L. 
Ch.71 934, which says that municipalities "...shall annually provide an amount of money 
sufficient for the support of the public schools ... (emphasis added)." Ch.?f§40 and Ch.44 
$556 & 56A provide that teachersbalaries paid over the summer must be charged to the 
budget of the year in which they were earned. Special acts were required to create an 
exception to that rule for fiscal years 1991 and 1992 (Chs.223 & 336 of the Aets of 6990). 
Another statuto~ exemption, Ch.71 549A, was needed to allow school departments to 
make contracts payable from the following year's budget for the delivery of goods and 
supplies in the following fiscal year. Taken together, these general provisions and 
statutory exceptions make it clear that each fiscal year's school budget is a distinct 
spending authorization, within which the school's line-item fiscal autonomy under $34 is 
operative. 

The idea that annual departmental appropriations are for operating expenditures of 
the fiscal year is reflected in numerous other statutes relating to municipal finance. For 
example, Ch.44 $§56 and 5 6 4  in addition to dealing with teachers' summer pay, provide 
for the closing oT amounts each fiscal year as of June 30th. The municipal budgeting 
provisions of Ch,41 $959-60 and Ch.44 $931, 3 1 4  32-33B likewise assume that annual 
appropriations are for the operations of the fiscal year to which they relate. Courts, in 
conshing the budgeting statutes, have worked from the same assumption. In .VcHenty 
t: City of Lawrence, (1936) 295 Mass. 119, the Supreme Judicial Court had to decide 
whether hiring extra employees during s fiscal year incurred a liability in excess of the 
departmental appropriation under G.L. Ch.44 931. In analyzing the question, the court 
treated the sum of the entire annual salaries of regular employees already on the payroll 
as though i t  were an encumbrance against the departmental s a l q  appropriation. It 
concluded that hiring the additional employees violatdl $31, because the appropriation 
was not enough to pay the additional employees as well as the full annual salaries of 
existing employees. 

The limitation of the annual school appropI-iation to operating purposes of the fiscal 
year for which the appropriation is made does not implicate schools' fiscal autonomy 
under G,L. Ch.71534. That section constrains a municipal appropriating M y ' s  power to 
prescribe the details of school spending through the annual budget process: a cilty or town 
cannot through school budget line items provide for a high school French teacher instead 
of a middle school algebra teacher. The limitation on spending from one fiscal year's 
appmpriation for purposes of another fiscal year derives not from the details of any 
municipality's budget, but from the scheme of municipal finance established by the 
General Laws. 



The Appeals Court's decision in Wilmillgton is a rescript opinion, which contains an 
abbreviated and largely cancl usomy discussion of the legal principles involved. A1 though 
Wdrnington is sometimes read very broadly, the facts of the case presented the court with 
quite a n a m  queshon to decide: could the tswn accountant prohibit additional school 
purchase orders for goods and supplies after June 10th of the fiscal year, thereby limiting 
the school department's budgetary discretion during the fiscal year? The appeals court 
upheld a superior court ruling that the accountant's policy improperly limited the school 
department's fiscal autonomy. Although the school committee conceded that the goods to 
be ordered after June 10th would be used in the following year, the court declined to d e  
on whether that concession was proper. Because the facts of the case did not raise the 
issues, the court did not consider the validity of contracts for services to be performed 
entidy in the following fiscal year, nor contracts for supplies that called for delivery in 
the following fiscal year. That may be one reason the court did not discuss the relevance 
of G.L. Ch.71 $49A. Such a discussion was to be expected if the court had intended its 
decision as a broad holding that annual school appropriations. are not in any way limited 
to the operating purposes of their respective fiscal years. 

The accountant in Witrnington had sought to enforce his rule forbidding purchase 
orders after June 10th against all town departments. Such a rule not only impinges on 
schools' fiscal: autonomy, but by cutting off departments' spending fiom the current 
appropriation before the end of the fiscal year, it also raises difficult legal and 
adminisbative issues for other departmental appropriations. Quite apart from the lack 
of any statutory basis for the arbitrary choice of a June 10th cut-off date, many contracts 
for supplies and senices do not fall neatly within a single fiscal year. If a department 
l e a s 4  a vehicle for a full year, beginning June lst, it would be committing (and therefore 
encumbering) its current year's appropriation for the fulI mount of the lease contract. 
Unlike schools (see Ch.71 649A1, other municipal departments do not have the right to 
make commitments against the following year's approved budget before July 1st. But 
unless a contract" terms make it clear that goods or supplies are to be delivered or 
services are t o  be performed entirely in the following fiscal year, it will normally not be 
feasible to determine, at the time a p h a s e  order is placed with the vendor, that the 
contract should not be charged to the current appropriation. A mle requiring that it be 
known at the time gwds  and senices were edered that they would be delivered and 
used in the current fiscal year could prove unreasonably burdensome to most municipal 
departments, not merely to schools. It would be even more burdensome for town 
accountants and city auditom t.a have to  approve or disapprove purchase orders against 
deparkments' current year" spppmpritions based upon estimates of when the services 
would be performed or the goods used. 

Certain kinds of recurring senices are provided year after year, sometimes without 
written contracts or purchase orders. Tylpical cases are utilib senices, dues, and 
insurance. In such cases, payment due dates may fall in one fiscal yew for sewices to be 
provided largely in the following fiscal year. The essential point about such recurring 
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sentices is  that one year's worth of charges should be paid for from each yeark budget. 
For example, municipal departments - including schools - should not be paqing thirteen 
months' worth of utility bills in years when they have budget surpluses, nor deferring 
part of such costs to  the following year by paying only eleven rnonthskwclrth of bills when 
they have tight budgets. 

For these reasons, we think that the result in Nrilmington, although correct, does 
not stand for the proposition that schools can spend from one year's budget for purposes 
that are unambiguously attributable t o  subsequent fiscal years' operations. 

Please do not hesitate to  con tact us if we may be of further assistance. 

First Deputy Commissioner 



Massachwffs h p w f m n t  of Revenue Division of Local Services 
A!an L e b  , I @ .  Co,nm~ssroner Gerard D. PE TY~ AAclg Deputy Cornrnisr;i?ne: 

May 10,2004 

Pamela Dukeman 
Finance Director 
Town Hat1 
580 High St. 
Westwood, MA 02090 

Re: School Encumbrances 
Our File No. 2003-413 

Dear Ms. Dukeman: 

This is in reply to your letter con&g the validity of certain school department 
encumbrances. 

The resolution of several of the issues raised in your letter appears to turn at least 
in part on the specific facts sf the situation, which we a r e  not well placed to evaluate. 
For example, the determination of what constitutes adequate documentation for an 
encilmbrance may depend upon local practice, bylaws and the allocation of 
responsibilities among various town officials. We will therefore limit our comments to 
certain general principles that we hope will help in the resolution of the particular 
encumbrances. 

Encumbrances are an accounting device to ensure that municipalities do not 
close out operating appropriation balances against which vendors and employees may 
have enforceable contractual. claims at the end of the fiscal year. Appropriations, 
whether for operating purposes or special purposes, constitute a delegat ion to the 
department of the municipality's power to make contracts. Without an appropriation 
or other funding source such as a grant, municipal officials generally do not have the 
power to incur obligations that will bind the city or town, G.L. Ch.44 531. 

Special purpose appropriations are not related to a particular fiscal year, and 
therefore remain open un ti1 the purpose is fulfilled or abandoned. There is no need for 
encumbrances against such an appropriation because the appropriation has no pre- 
determined expiration date. Operating appropriations in the annual budget are limited 
to spending for the operation of the city or town department in that fiscal year, and 
must be dosed out at the end of the fiscal year. G.L. Ch.44 5556 & 56A. If the municipal 
accounting officer closed out the undisbursed balance of an operating appropriation 
against which the department had already incurred an obligation, the city or town 
would still be liable for that obligation. The closed-out appropriation balance would in 
the ordinary course of things be certified as part of its free cash; if that free cash were 
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spent, the result would be a deficit. To avoid such deficits, operating budget 
appropriations need be encumbered to the extent that the department has already 
entered into binding contractual arrangements in reliance upon the appropriation. 
Encumbrances should not be made merely on the basis of a department's planned or 
intended expenditures, where no other party muld have acquired legally binding sights 
to payment based upon the municipality's actions. Thus, the amount of an outstanding 
purchase order that has been placed with a vendor by June 30 should be encumbered; 
the amount of a proposed purchase that has gone out to bid by June 30 but for which no 
contract has been awarded should not be encumbered. 

G.L. Ch.71 534 does not by its terms have any direct bearing on the issues raised 
by encumbranms. 934 constrains the power of a municipal nppropriating body to 
prescribe the details of schaol spending through the annual budget process. Cities and 
towns can generally appropriate departmenta1 budgets other than the schools' budget 
in as much detail as they wish, and such details will be binding on the departments, but 
any details within the school department's operating budget are no more than a 
recommendation to the school committee. The limitation on spending from one fiscal 
year's appropriation far purposes of another fiscal year derives not horn the details of 
any municipality's budgtlt, but from the scheme of municipal finance established by the 
General Laws, In particular, the provisions for mnunl operating budgets. 

One provision of Education Reform is relevant to encumbrances. G.L. Ch.70 512 
provides that to the extent a school district underspends its net school spending 
obligation, the balance of the appropriation (up to 5% of the required net school 
spending) is automatically carried forward to the fdowing year. No purchase orders 
are necessary for such cany-forward amounts. Rut for unspent school budget balances 
in municipalities that have met their net schaol spending obligation, this automatic 
carry-forward rule is inapplicable. The normal rules governing encumbrances based on 
purchase orders apply. 

Other provisions of Education Reform have an indirect bearing on the issue of 
encumbrances. The entire elaborate appasatus of financial formulas in G.L Ch.70, 
which seb  out the calculation of schools' spending requirements and municipalities' 
school funding abliga tions, rests on the premise that each fiscal year's school budget is 
for spending of that school year, with the one exception refe'erred to above that derives 
from 311. This presupposition in Ch.70 highlights the significance of the language d 
G.L. Ch.71 534, which says that municipalities "'...shall annunfly provide an amount of 
money sufficient for the support of the public schools,.. (emphasis added)." Ch.71 YO 
and Ch.44 9556 & 56A provide that teachers' salaries paid over the summer must be 
charged to the budget of the year in which they were earned. Special acts were 
required to create an exception to that rule for fiscal years 1991 and 1992 (Chs.223 & 336 
of the Acts of 1990). Another statutory exception, Ch.71 549A, was needed to allow 
school deparhnents ka make contracts payable from the following year's budget for the 
delivery of goods and supplies in the following fiscal year. Taken together, these 
general provisions and statutory exceptions make it clear that each fiscal year's schoot 
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budget is a distinct spending authorization, within which the school's line-item fiscal 
autonomy under 534 is operative. 

The idea that annual departmental appropriations are for operating expend4 tures 
of the fiscal year is reflected in numerous other statutes wla ting to municipal finance as 
well. As noted above, Ch.44 55% and 56A, in addition to dealing with teachers' 
summer pay, provide for the closing of accounts each fiscal year as of June 30th. The 
municipal budgeting provisions of Ch.41 9559-60 and Ch.44 §§31,31A, 32-33 and the 
annual tax rate setting provisions of Ch.59 523 likewise rest on the assumption that 
annual appropriations are for the operations of the fiscal year to which they relate. 
Courts, in construing the budgeting statutes, have proceeded on the same assumption. 
In Mcl-Ien y v, City ofLawrenccf (1936) 295 Mass. 1 19, the Supreme Judicial Court had to 
decide whether hiring extra employees during a fiscal year incurred a liability in excess 
of the departmental appropriation under G.L Ch.44 531. In anaIyzing the question, the 
court h a t e d  the sum of the entire annual salaries of regular employees already on the 
payroll as though it were an encumbrance against the departmental salary 
appropriation. It concluded that hiring the additional employees violated 531, because 
the appropriation was not enough to pay the additional employees as well a s  the full 
annual salaries of existing employees. 

We do not believe that the cost of a school department contract for services, 
which by the contract's very terms are to be performed entirely in a succeeding fiscal 
year, can be charged against the current fiscal year's appropriation, However, if some 
part of the services are to be performed in the current year, then we think that the entire 
cost of the contract, including the part related to the portion of the contract to be 
performed in the following year, may be encumbered against the current year's 
appropriation. 

Periodic charges such as utility bills, whose billing periods overlap the end of the 
municipal fiscal year, raise awkward problems. Such liabilities arise for a particular 
billing period not by virtue of any separate purchase order or contract entend into by 
the department, but merely because of the volume of senrice used in that period. 
Theoretically, the departmental appropriation could be encumbered based upon the 
cost of services provided through June 3@h, and the bill paid partly from the 
encumbrance and partly f m  the succeeding yeafs appropriation, in the same way 
salaries for a pay period that includes parts of two fiscal years are paid. But such an 
approach is administra lively impractical for charges such as utility bills, which unlike 
salaries cannot simply be pro-rated between different fiscal years based upon the 
number of days of the billing period' in each year. It is reasonable in our view to pav 
such bills for periods that overlap the end of the fiscal year either by encumbering the 
prjor year's appropriation and paying the bill from the encumbrance, with any surplus 
in the encumbered amount reverting to the general, fund, or by charging the bill to the 
following year's appropriation. But we believe that whichever practice & adopted 
should be followed consistently, so that no more than a year's worth of bills are paid 
from any given fiscal year's appropriation. In the case of rnonkhlv bills, that would 
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mean no more than twelve bills paid from any given annual budget. A rule allowing a 
department discretion to pay thirteen months of bills from one fiscal year's operating 
budget would in effect allow that department to transfer appropriations between fiscal 
years. The power b transfer appropriations between different spending purposes is 
reserved tu the municipal appropriating authority under G.L. Ch.44 5338. 

Although it is clear that school cornrnittes cannot simply spend for capital 
purposes without specific authorization (see Arthur R. Murphy, A.T.A., t!3 Associates Inc. 
u. Bruckton, 344 Mass 377 and Plymouth-Carver Regional School Disluicf v. David M. 
Crawly Assoriates Inc., 17 Mass.App.Ct. 9011, the proper characterization of 
expenditures as operating or capital is sometimes difficult. Whether an expense is one 
for which the town could b o m w  is a useful threshold test, but not sufficient in itself to 
resolve the issue. For schools, the purchase of instructional equipment from the 
operating budget is within the school committee's lineitern autonomy even if a 
comparable equipment purchase by another department would be a capital expense. 
See Ring v, Woburn, 311 Mass 679 (1942). 

Whether the ptlrchase of non-instructional equipment by a local school 
department is properly characterized as a capital purpose is an issue on which the 
statutes and the case law give litkle specific guidance; i t  is largely a matter of the town's 
established practice. If the town had a bylaw requiring all departmental purchases of 
itemq costing more than, say, $10,000 to bs separately appropriated in a capital budget, 
we think that such a bylaw would bind the school department, so that it could not 
charge such iterns to its operating budget. Even in the absence of a bylaw, a consistent 
practice by the town of separately appropriating for the purchase of such items by all 
town departments, and refwing to pay for such items from departmental operating 
budgets, should be binding on the local school system too. With respect to your 
question regarding the purchase of a copier for $31$00, we note that the school 
superintendent acknowledged in a letter to the department of education that the town 
had made sepamte capital appropriations for the school system to purchase 
photocopiers. In that context, we do not see how a similar additional purchase can 

as an operating expense. The superintendent's assertion in his letter to the 
department of education that the copiers will be used for educational purposes is beside 
the point; all school expenditures, whether capital or operating, are for educational 
purposes. Tihe cost of building a new school ic an expenditure for educational 
purposes, but a school department could not divert part of its operating budget to 
supplement the capital appropriation for such construction. 

The issue whether a school department may charge purchases of large amounts 
of supplies at the end of the fiscal year to the budget of the fiscal year that is ending was 
decided by Schoo/ Committee of Wilrnington v. Town Accormtmf of Wilmingfon, (1985) 19 
Mass.App.Ct. 964. The Appeals Court's decision in Wilrnington dealt with quite a 
narrow question: did the town accountant have the authority to prohibit additional 
departmental purchase orders for goods and supplies after June 10th of she fiscal year, 
thereby limi ling the school department's budgetary discretion during the fiscal year? 
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The appeals court ruled that the accountant's policy improperly limited the school 
department's fiscal autonomy. The school committee conceded that the gmds to be 
ordered after June 10th would be used in the following year. Because the facts of the 
case did net raise the issues, khe court did not consider the validity of contracts for 
services to be performed entirely in the following fiscal year, nor contracts for suppIies 
that called for delivery in the following fiscal year. That may be one reason the court did 
not djscvss the relevance of G.L. Ch.71 549A. Such a discussion was to be expected if 
the court had intended its decision as a broad holding that annual school 
appropriations are not' in any way limited to the operating purposes 01 their respective 
fiscal years. We are skeptical that a town accountant has inherent authority to impose a 
cut-off date other than June 3 0 t h  for purchase orders by any departments. 

We hope that these general considerations help resoJrre Westwood's 
encumbrances issues. 

Property Tax Bureau 



Jeff Wulfson 
Associate Cormnissioner for School Finance 
Department of Education 
17 Pleasant Street 
Maiden M A  02148-5106 

Re: Prepaid Special Education Tuition 
O u r  File No. 200-2-319 

Dear Mr. Wulfson: 

You asked whether a school committee may prepay tuition expenses for services to be provided 
to special needs stwdcn ts in one fiscal year from its prior year's budget. We think it may do ,so. 

As a general rule, the costs of any school department's contract for services to be performed 
entirely in the subsequent fiscal year cannot be charged against a current year's appropriation. Your 
question relates specifically to G.L. c. 71 §71D, however, which states: 

A scRm)l committee of any city, town, or regional school district may atithorize !he prepnyrnmi 
of tz~iiiar f ir  n prrioii ]rot ~ x r e ~ d i n g  three months to any approved private school or approved 
program source which a student is attending under the provisions of chapter seventy-one R, 
and tk* city, tonrrr ur ri;yionnl school district irensrrver shnll k reqttired to approvr and pay such 
monies in acrt3rdance wj th the authorization of the school committee. (Emphasis added). 

This statute creates a limited exception to the basic rule that municipalities may not make 
advance pa yrnents fnr ci thtr g d s  or services. G.L. c. 41 9-54. l t  does not specifically address prepaying 
special necds students' tuitions in the fiscal year preceding the year in which thc services are to be 
rendered, however. Nevertheless, the statute broadly au  thorims prepayments without specifically 
limiting when such payments may be made and therefore, we believe a court cauld reasonably conclude 
that a school commit tee may properly pay special needs students' tuition costs for h e  subsequent fiscal 
year from the current year's budget. See School Committee of Wiirninglm v. Tomn Amuntnnt of 
Wilrt~i~r~trrrr, 19 Mass. App. Ct. 964 (1985). 

At the same timc, tuitions for special necds students are recurring costs that must be paid year 
after year. As with other recurring costs, such as those for utiIities and insurance, we think school 
committees should fund only one year's worth of tuition expenses from any fiscal year's budget. 

16 you have any further questions, please do not hesitate to contact me again, 

Very truly yours, 

"&.lj. h T L &  
Daniel 1. M hy 
Chief, l'mperIy Tax bureau 

DJM:KC 
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lnformational Guideline Release 

Bureau of Municipal Finance LatY 
Informational Guideline Release (IGR) No. 06-209 

May 2006 

APPROPRIATION TRANSFERS 

Chapter 77 of the Acts of 2006 
(G.L. Ch. 44 533B) 

This Informational Guideline Release (IGR) inform local offiaals about new 
legislation that gives cities and towns greater flexibility to make end 05 year budget 
transfers. 

Appropriations 
Budgets 
Town Meetings 

Distribution: 

Accountants /Auditors 
Mayors / Sel ectanen 
Finance Directors 
Finance Committees 
City /Town Councils 
City Solicitors JTo~vn Counsels 
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othws inhnsred in rnunkipsr linance. 
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In for ma tional Guideline Release (TGR) No. 04-209 
May 2006 

APPROPRIATION TRANSFERS 

Chapter 77 of the Acts of 2806 
(G.L. Ch. 44 533E) 

SUMMARY: 

These guidelines explain recent legislation that amends G.L. Ch. 44 533B, which 
governs appropriation transfers in cities and towns. The amendment gives cities and 
torvns greater flexibility to make end of vear budget transfers in order to avoid 
appropriation deficits. A provision of the '2003 Municipal Relief Act that provided 
similar flexibility was in effect for fiscal pear 2004 and 2005 only. Ch. 46 5123 of the Acts 
of 2003. 

The alternative pear-end transfer procedures apply for the last two months of the 
fiscal year, i.e., May and June, and the first 25 days of Jdy, which is the statutory period 
for closing the mukicipalityls financial records for the fiscal year. G.L. Ch. 44 5556 and 
56A. 

This legislation took effect on May 4,2Q06. 

A, Appropriation Transfers in General 

The amount of any appropriation available to be used as a financing source far 
another appropriation is the unspent and unencumbered balance, i.e., the 
amount after a11 potential Liabilities to be charged to the appropriation are 
considered. Accounting officers should determine tlus amount before anv 
transfer from an appropriation is approved. 

Transfers horn surplus bond proceeds after a project that was financed by 
borrowing has been completed or abandoned may only be made in the manner 
and for the purposes set forth in G.L. Ch. 44 520. Transfers from appropriations 
financed by other restricted sources, e.g., stabilization, enterprise, water surplus 
or community preservation funds, are subject to the same statutory restrictions 
as the original appropriations. 

BUREAU OF MUNICIPAL FINANCE LAW KATHLEEN COLLEARY, CHIEF 
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B. Appropriation Transfers in Towns 

1. General Procedure 

Anv town meeting may by majority vote transfer any appropriation to any other 
m i c i p a l  use. 

2. A1 temative Y ear-end Procedure 

During May and June, and the first fifteen days of July, the selectmen, with the 
agreement of the finance committee, may transfer any departmental 
appropriation to another appropriation within the same or other department. 
This procedure m y  not be used, however, to transfer: 

a, From a municipal light or school department budget. 

b. More than three percent of a department's annual budget, or $5,000, 
whichever is greater. 

An end of year transfer using this alternative procedure requires a majority vote 
of the board of selectmen and a majority vote of She finance committee. 

Any end of vear transfer from the light or school department, or involving more 
than three percent (or $5,000 if greater) of a department's budget, requires town 
meeting approval. See Section El above. 

C. Appropriation Transfers in Cities 

1. General Procedure 

a. Intra-departmental Transfers 

At any time during the fiscal year, the city council, upon recommendation 
of the mayor, may transfer any departmental appropriation to another 
appropriation within the same department. Intra-departmental transfers 
require a majority vote of the council. 



b. Inter-departmental Transfers 

At any time during the fiscal year, the city council, upon recommendation 
of the mayor, may transfer any departmental appropriation to an 
appropriation within another department. Inter-departmental transfers 
require the prior written approval of the amount by the department from 
which the transfer is being made and a two-thirds vote of the council. If 
the transfer is being made from a municipal light or school department 
appropriation, the Iight board or school committee must approve the 
amount by majority vote. 

Alternative Year-end Procedure 

During May and June, and the first fifteen days of July, the city council, upon the 
recommendation of the mayor, may transfer any departmental appropriation to 
another appropriation wf t hin the same or other depadment. This procedure 
may not be used, however, to transfer: 

a. From a municipal light or school department budget. 

b. More than three percent of a department's annual budget. 

An end of year transfer using this alternative procedure requires only a majority 
vote of the council, 

Any end of year transfer from the light or school department, or involving more 
than three percent of a department's budget, requires approval under the 
applicable general transfer procedure. See Section C-1-a and C-I-b above. 



Massachvseifs Departmemt of Revenue Division of Lm! Services 
brrav F. Cro wley, Jr., Actrng Bm!ssroner Joseph J. Chsssey, Jr.. Dep* CommIssiwrer 

December 10,2001 
John J. Welch, Ed.D. Superintendent 
63 Chestnut St. 
Ludlow, M A  01056 

Re: Payment of Prior Year's Bills 
Our ~ i l e  No.2001-772 

Dear Dr. Welch: 

This is in q I  y to your letter concerning the payment of a bill: of a prior fiscal year (FY2000) for 
which t h e  was a sufficient appropriation balance, but which the town did not encumber. An 
upcoming town meeting to consider unpaid bills of prior fiscal years will decide how to fund this 
account as well as other unpaid bills. You asked whether the town accountant could refuse to pay the 
bill if the =hoot department had sent her notice to ~ n c u m k  it, and whether the town could transfer 
h m  the school department's fixall 2002 budget to fund the pavrnent, 

Under ducation reform (G,E. Ch,70 Sl l ) ,  an unspent balance up to 55% of a school budget is 
arrtomatically encumbred to the extent by which the school district has fallen short of its minimum 
spending obligations under Ch.70. More generalIy, where a town has failed to encumber funds 
against the balance of a departmental appropriation for an outstanding contract or purchase order, it 
can correct the oversight only so long as it has not certified its free cash. Once its free cash is certified, 
a town cannot go back and create the encumbrance that it should have made, because the unspent 
balancc of the appropriation has become part of its free cash. If it then established and paid the prior 
yeafa bill from an encumbrance, it would in effect Ibe spending the same money twice. In t e r n  of 
what a town must do in order to pay a prior year's bill for which there is no en&bmnce, it does not 
matter whether the department or the town accountant was responsibIe for khe failure properly to 
encumber the ZumIs. 

Where there was a sufficient appropriation b a l m  to pay for the goods or smices for which 
the contract was made when the department entered into the contract, the subsequent failure to 
encumber the appropriation would not be a defense to the vendor's right to payment. The liability 
would still Ix an dormable obligation of the town. If the vendor sued and got a court judgment 
against the town, the amount of the judgment muld be raised without appropriation and include$ in 
the tax rate (G.L. Ch.59 923). I t  is of course obviously not in the tom's interest to q u i r e  a vendor 
with a clearly legitimate cIaim to sue the town in order to get paid. But if there is no encumbrance for 
a biI that belongs to a prior fiscal year, the town n d s  to appropriate money to mate  a funding 
sowm to which the bill can be charged. The appropriation requires only a majoriv vote, since there 
was originally a sufficient appropriation for the contract. See G.L, Ch4-4 w, which requires a special 
town meeting to appropriate by a nine-tenths vote to pay a prior year's hll for which there was not a 
sufficient appropriation. 
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How to fund such an appropriation is up to the special town meeting. It can transfer from a 
departmental operating budget, including the school department's budget, from an available fund, or 
raise the money in the Ievy, provided the tax rate has not been set and it can accommodate the 
appropriation within its Proposition 2% Ievy limit. 

Please do not hesitate to contact us again if we may be of further assistance. 

Bruce H. Stanford, Chief 
Ropwty Tax Bureau 

Copy: Mary Ann Hmis 
Town Accountant 



From: Colleary, Kathleen 
Sent: Tuesday, May 27,2008 5:4T PM 
To: 'ChrFstineF@twnofgreenfield.org' 
Cc : Munes, Robert G. 
Su bjmt: School spending 

Dear Mayor Forgey, 

Deputy Commissioner Nunes asked me to respond to your email regarding deficit spending by 
the Greenfield School Committee. 

While we cannot give you legal advice about as the specific course of action to follow, we can 
provide the following Information about the obligations of school and city officials in regard to 
municipal spending generally and the actions they may take under state law te ensure that 
overspending does not occur. You should consult with the city attorney regarding any relevant 
charter prov~sions as well. 

1 , As you know, no city department, including the school department, can incur liabilities in 
excess of its annual appropriation. G.L. c. 44,s 31. Annual departmental appropriations are 
intended to provide for operating expenditures for the entire fiscal year. Therefore, after the 
adoption of the city budget for any fiscal year, the school wrnmittee has a legal obligation ta 
conform its spending plan and line item alFocations to the amwnt appropriated and to notify the 
city acwuntant of those allocations for the fiscal year. 

2. At the beginning of each fiscal year, the accountant can and should encumber the school (and 
other) department's line items in the amount wessary to pay employee salaries, fixed or 
contractual expenses, etc., based on the department's slatutory and contractual commitments, for 
the entire fiscal year. (See McHenry v. City of Lawrence, 295 Mass. 11 9 (1 936), in which the 
Supreme Judicial Court determined that the hiring of additional police officers and firefighters by 
the crty's director of pub1 ic safety violated G.L. c. 44, $31 because the department's appropriation 
for salaries was not sufficient to pay the additional employees and all persons already employed 
in the department their full annual salaries for the rest of the fiscal year. The court effective! y 
treated the salaries of existing employees as encumbrances against the amount appropriated.) 

3. Unlike other city departrnent heads, however, the xhod committee may vote to reallocate 
unspent and unencumbered funds from any of its items to other school operating purposes. It 
must notify the accountant whenever ~t votes to do so. All departments should keep the 
accountant informed whenever employees relrre or leave service, contracts are complete, etc., so 
that encumbrances can be adjusted accordingly throughout the year. 

4. f he accountant should send the school committee (and other department heads) report at 
least once a month showing the amount allocated to each line item for the frs~al year (original 
amount, transfers to and transfers from), the amounts spent and encumbered year to date, and 
the unspent and unencumbered balance available for the remainder of the year. If the 
accountant determines at any time that an item is fully spent or cornm~tted, he should inform the 
department head that no further payments chargeable to that ~tem will be approved until other 
funds become available (e-g., by supplemental city appropriations, grants, or in the case of the 
school department, school committw transfers of uncommitted funds from other items). 
5. With respect to sanctions for deficit spending, knowing violation of GG. c. 44, 5 31 is a criminal 
offense. The mayor or five taxpayers may report any violation to the district altorney for 
investigation and prosecution. G.L. c. 44,s 62. Also see G.L. c. 44, 3 59 (Mayor, attorney 
general, one or more taxpayers or cedain creditors may brjng action in the Supreme Judicial or 
Superior Court to compel city officials to conform to G.L. c. 44). At the beginning of each fiscal 
year, the accountant should send all departmeni heads a reminder of their obligations under stale 
law and any applicable charter provision, ordinance or pollcy. A warning about these sanctions 
should also be sent to the department head whenever the accountant determines that particular 
department is projected to deficit spend wilhout corrective action (see No. 4 above). 

8. Given the notice of a potential school deficit notwithstanding the supplemental fundlng already 
provided this year, the acwuntant should review all school department spending to date and 



determine whether there are sufficient funds available to pay salaries and any fixed and existing 
contractual obligations through the rest of the fiscal year. If not, the accountant should 
immediately notify the school committee that it may not make any new contracts or order any 
additional goods and sewices under existing contracts, and thal it must take immediate action to 
bring spending within its appropriation for the year. The accountant can also notify school 
vendors that the school department's budget is fully committed and the city will not pay them for 
any additional liabilities incurred rn FY08. 

7. If the school department does end the year in deficit, the city will have to provide for that deficit 
in its FYO9 tax rate. It may reduce the FY09 school appropriation to offset the deficit, but only to 
the extent the city is still in full compliance with its funding obligations under education reform 
(G.L. c. 7 0). 

8. To prevent recurrence in future years, the city can adopt a strong purchase order and 
encumbrance system if it does not already have one. It can also adopt a policy that the financing 
source for any prior year's unpaid bills presented for funding under G.L. c. 44, $64 will be the 
department's current year budget. That policy can deter departments firm hiding deficits by 
withholding bills for payment at year end. Finally. it can amend its charter to add personal liability 
to possible sanctions for overspending and to establish a budget allotment system. Those 
extraordinary spending control measures have been put in pjace in some communities where 
deficit spending resulled in a state control board or ofher heightened state oversight. See, for 
example, Section 3 of the Lynn control board legislation, Chapter 8 of the Acts of 1985, which 
was necessitated in part by schoo! department deficits. 

We hope this information is of assistance. 

Kathleen Colleary, Chief 
Bureau of Municipal Finance Law 
Division of Local Sewices 
Massachusetts Department of Revenue 
61 7-626-2400 
DLSLAW@dor.state.rna.us 

This email response is intended to provide general information about the application of rnlmicipal 
tax and finance laws and Department of Revenue policies and procedures. It is not a public 
wriflen statement, as defined in 830 CMR 62G.3.1, and does not state the official position of the 
Department on the interpretation of the laws pertaining to local taxes and finance. It should be 
considered informational only. 

From: Christine Forgey [maiIb:ChrlstineF@t~~nofgreenfield.org] 
Sent: Tuesday, May 20, 2008 30:53 AM 
To: Nunes, RoberZ G. 
Subject: Financial Stability of Greenfie!d Schools 

Good morning Mr. Nunes, 

We have a serious situation in Greenfield regarding the financial stabifity of our public schools. To 
date the City has already transferred over 7M into the Schml Department budget and given them 
an adjusted bottom I~ne that reflects the amendments. However, at the School Committee 
meeting on May 15, 1 was informed by school personnel that the "deficit" is larger than expected 
and the schools will need more money la finish the year. No dollar amount has been projected at 
this time as they are 'working on it." School personnel seem oblivious to the fact that they must 
back into the amended budget line. 

As Mayor 1 have serious concerns that the inability of the School Department to keep within their 
bottom line amended budget will result in a large deficit at the end of this fiscal year. Can you 
determine what the impact will be to the whole municipality if they continue te spend? I am aware 



Massachusetts Department of Remue Division of local Services 
A4/:cheti Aozms. Co;nmissicner S m p h  J. Ches-sey, Jr., DEW Chn m&ner 

March 21,1997 

Irwin Marks, Chairman 
Acushnet Historical Commission 
Acushnet, MA 02743 

Re: Meetinghouse Restoration Trust Fund 
Our File No. 97-59 

Dear Mr. Marks: 

You have wquested a legal opinion concerning the rules (especially rule 2) adopted by 
the Historical Commission for the Meetinghouse Rcstara tion Tsus t Fund, That rule provides 
that the Historfca! Commission acting as trustees "will hold and dispose of all property now ox 
!a ter transferred by any qrcrsrrn to them as Trustees in accordance with the provisions of [the] 
rults". The rule also skates that the trust fund will include 'donations or bequests from local 
residents, businesses and foundations and o thcr interested par ties." You wish to know 
whether these rules conflict with the municipal f inanc~  laws with respect to future donations. 

As a general matter the historical commission may accept gifts of funds to them as 
trustees for a specific trust fund, the terms of which arc sufficiently specified by the donor or 
donors, such that the trust may retain interest. In addition, the commissioners, acting as such 
trustecs, may acccpt subsequent gifts of funds specifically made to the trust, to the extent it 
may be ascertained that the donors intend the gifts to be governed by the terms of the trust. 

However, the commission has no authority to deposit funds to the trust which have 
been gj fted to the commission in its municipal capacity. Under Massachusetts General Laws 
Chapter 40 Section 8D a town historical comrnissian may provide for the preservation, 
protection and deveIoprnent of historical or architectural assets of thc town. The commission 
"may accept gifts, contributions and bequests of funds ... for the purpose nf furthering the 
commissionk programs...". Under this statute general gifts of funds to the commission for 
preservation pusposes would ordinarily be deposited in the treasury in a separate gift account 
for that purpose, under G.L. Ch. 44,553A. Neither G.L. Ch. 40, §8D nor G.L. Ch. 44,553A 
pmvide that interest from such gifts remain with the gift account and unless the express terms 
of the gift so provide, interest would ordinarily go to the general fund, G.L. Ch. 44,553. 

Nevertheless, the contrnission is clearly permitted to accept gifts of funds with 
restrictions or in thc form of a trust making them the trustees. Trustees of Pub. Lib. oFMeIrose 
v. Melrox, 31 6 Mass. 584,588-89 (1944); Uos ton v. Qulan, 298 Mass. 346,350 (1937). To the 
extent the donor establishes trustees as fiduciaries by means of a trust instrument, providing 
for nccumula~ion and cxper~di ture from intercst, the donation will be governed by the terms of 
the trust. In addition, subsequent donations of funds to the trustees of the trust for trust 
purposes may be said tr-, be accepted by the trustees subject to the terms of the trust. 
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I t  appears that in this case thc historical commission purported to set up a Meeting- 
house Restoration Trust Fund with a $1000 anonymous donation, in November, 1991. The 
declared purpose of the fund was for the restoration or maintenance of the Long Plain Friends 
Mcetinghvuse, which was givcn to thc town jn 1986 on the condition that the town's historical 
cornmissinn restore and maintain it in perpetuity. No krust fund was eshblished pursuant to 
the 1986 gift and the pruperty was apparently restored with public and gift funds. 

The 1991 trust document provided that principal would remain untouched indefinitely 
and tha z interest would be used exclusive1 y for restvra tion and maintenance. No trustees of 
such a fund were specifically established as such, but power to expend from interest was 
retained by the historical cokmission. The original trust rules also provided that the fund was 
to be composed of donations by citizens and local businesses. However, we have some doubt 
that a true trust was created by this process, since we have no indication that the "anonymous 
donor" actualIy gave the money to the trust, rat her than to the commission in its official 
capacity, or agreed to the terms of the trust upon making the donation. We have insufficient 
informa tion to determine whether this dona tion should have gone to a Section 53A gift 
account for the cnrn~nission or was correctly placed in a separate trust nccount. 

Nevertheless, the bulk of the corpus of the "trust" was received by means af a bequest in 
the will of Gertrude BralIey to "Acushnet Historical Commission of Acushnet, Massachusetts, 
for the benefit of the Meetinghouse Restoration Trust Fund, to preserve and maintain the old 
Quaker Meeting H o ~ ~ s e  in Long Plain, in theTown of Acushnet." I t  appears that the decedent 
was aware of and believed in the existence of the trust fund at the time of making the will, in 
Januarv, 1992, and intended to make a bequest of a portion of the rcsidue of her esla te to the 
cornlnission as trustees of that fund. Whether such a fund previously existed in fact or was 
established by this instrument, we believe the donation was probably specific enough to 
require that the funds be treated as trust funds under the direction and control of the historical 
commission. Trustees of Pub. Lib, of Melrose v. Melrose, 31 6 Mass. 584,589 ( I  94). 

With respect to further gifts to the fund, same written declaration of the donor of an 
intent to donate the funds to this specific trust would be required in order to effectuate a 
donation to the trust, as opposed to the usual gift account, Merely providing a check 
payable to the commission as trustees or even in the specific name of the trust does not 
necessarily indicattl an intent of the donor to have the funds treated pursuant to trust rules. 
Some declnratiom of the donor that thc funds are being gjven for the specific purpoce of the 
trtrst and in accllrdance with the trust rules would be preferable. 

W e  hope this addresses your concerns. I f  rue can be of further service, please do not 
hesitarc trr contact u s  again. 

c c :  A l a n  outinho F Town I ccountan t 
~ h i e i ,  Property T,!X Bureau 



Massachusetts Department of Revenue Division of Local Services 
Mi:chc!/ Adzrns, C~mv~ss~oner Harry M. Gioss~2n. Acling &pub Commissicner 

September 17,1996 

Roscoe A. Cole, Treasurer 
Town Hall 
Drawer "E" 
23 G m n  Street 
Kingsbn, MA 02364 

Re: Establishment of Trust Fund for Historic Presemation 
Our File No. 96-672 

Dear Mr. Cole: 

This is in reply to your letter rquesbing our comments on the proposal of the 
Kingston Historical Commission t~ establish within the Town's financial framework a so- 
called trust fund for historic preservation purposes, For the inadvertent delay in 
responding, please accept my apologies. 

Apparently, the Town of Kingston has already accepted the pmvisions of G.L. 
Chapkr 40, Section BD, which establishes an Historical Commission and explicitly 
authorizes such Commission to receive "...gifts, contributions and bequests of funds ..." f ~ r  
historical preservation purposes. 

At. this time, it has been proposed by the Historical Cormnission that the 
Cornmimion and Town Treasurer execute an agreement for purposes of establishing a 
formal tnzst fund and creating certain rights and obligations regarding the 
administration, management and use of monies directed to the trust fund, 

In o w  view, the custody, management, w e  and disbursement of general revenue, 
gift or grant funds, and trust funds is governed and prescribed by the statutory 
municipal finance provisions, and agreements (formal or otherwise) may not alter or 
operate inconsistently with such statutory provisions. Likewise, the specific authority, 
duties and obligations of municipal finance officers with respect to various types of funds 
are established in the General Laws. Certainly, the Hisbrim1 Commission may accept 
grants or gLRs of funds to ffurther their statutory purposes, and if the gift of funds is in 
the form of trust, accept the same. However, there is no authorib, in our view, for town 
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officem b prearrange specific treatments for various types of funds to be applied 
universally, or prescribe requirements or obligations that may b inconsistent with 
provisions of the General h w s .  

G.L. Chapter 44, Section 53A sets in place the requirements pertaining ta @fts or 
grants of funds, and authorizes a particular town officer or department to accept giRs of 
monies and expend such funds for the purposes of the gift with the approval of the Board 
of Selectmen, Interest on such funds accrues to the General Fund in the absence of an 
express directive of the donor that i t  remain with the giR. hlormver, upon the 
acceptance of the &, the Town is subject to any conditions attached. Where funds are 
given in the more formal t rus t  context, such funds must be accounted for and 
?dministered in strict compliance with the specific t e r n  of the trust indenture or  
instrument. Accordingly, we do not think an agreement of the type at issue is 
appropriate where it is envisioned that a variety of types of monies would be deposi*d to 
the "Trust Fund". 

In closing, however, we would note that there may be instances where a city or town 
may wish to accept donations generally for a particular purpose, and a single or 
consolidated "gift account" designed for such purpose would prove efficient. I n  such a 
case, we would consider it appropriate for Town Meeting, the Board of Selectmen or a 
town officer to request of the Town Accountant that a "consolidated giR account" be 
established and identify the objects and purposes of this giR account. As a practical 
matter, it would aIso be useful to provide a specific title or designation for such 
consoIidated gift account. By such action, w e  think a municipality may establish an 
account to accumulate and consolidate many smaller (or larger) and general 
contributions far the same identified purpose, Such funds, however, would continue to be 
"gift" funds governed fully by the p h s i o n s  of G.L. Chapter 44, Section 53A and the 
other pertinent municipal finance provisions. 

I hope this information pmves helpful. If I may be of any additional assishnce in 
this or any other matter, please do not hesitate to contact me. 

Acting Deputy Commissioner 



MASSACHUSETTS DEPARTMENT OF REVENUE 
DIVISION OF LOCAL SERV3:CES 

200 Porkland Street 

MITCHELL AbAMS 
Comrnlsslonsr 

Boston 02114-1715 

LESLIE A. KIRWAN 
Deputy Cornmisstoner 

Cynthia D. McRae 
Town Accountant 
346  Bedford St. 
Lakeville, IU 02347 

Re: Expenditure of Insurance  Proceeds 
Our F i l e  No. 92-46 

Pear Ms. WcRae: 

You have asked several questions conce rn ing  t h e  ability of 
the town to use $21,290.00 i n  i n su rance  proceeds received f o r  
damage to a town building caused by Hurricane Bob in August,  
1991. The building is physically Located i n  a park which is under 
the jurisdiction of the park commissian e n t e r p r i s e ,  a portion of 
t h e  t o w n ' s  building insurance premium is p a i d  from t h e  enterprise 
budget and presumably inc ludes  t h i s  building. 

Specifically, you ask: 

1, Ray t h e  pcoceeds be s p e n t  w i t h o u t  town meeting 
a p p r o p r i a t i o n ,  given G . L .  Ch. 4 4 ,  S. 5 3 ?  

2 .  A r e  t h e  proceeds  under t h e  control cf  the park 
ente c p r i s e ?  

3 .  Xay t h e  board of selectmen d e c l a r e  an emergency and 
reques t  authorization to d e f i c i t  spend t o  fix t h e  
building and would t h a t  require town meeting v o t e  to 
a u t h o r i z e  t h e  i n su rance  pcoceeds to be used  to o f f s e t  
the c r e a t e d  d e f i c i t ?  

3 conclude t h a t  the  proceeds must be deposited to t h e  g e n e r a l  fund 
under G.L. Ch. 4 4 ,  S .  53 and may n o t  be used until a f t e r  town 
meeting appropriation under t h a t  s t a t u t e .  T h e  proceeds a c e  n o t  
under the c o n t r o l  of t h e  park enterprise but a r e  considered 
reserved f o r  appropriation t o  r e p a i r  t h e  building until t h e  end of 
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the f i s c a l  y e a r .  If n o t  so used by the end of t h e  f i s c a l  y e a r  the  
proceeds close out and become part of the free c a s h  calculation 
and may be used for any municipal purpose a s  p a r t  of f r e e  cash. 
In my opinion this expenditure is not war ran t ed  a s  an "emergency" 
since t h e r e  is no "immediate threat to the h e a l t h  or s a f e t y  of 
persons or property" under G.L. Ch. 4 4 ,  S ,  31. Thus, t h e  town 
could not deficit spend for this purpose.  

1. As a general ru le ,  any town o f f i c e r  who r e c e i v e s  money on 
behal f  of the town must deposit it i n t o  the town t r e a s u r y  and it 
may n o t  be used w i t h o u t  subsequent town meeting appropriation. 
G.L. Ch. 4 4 ,  S. 5 3 .  In a d d i t i o n ,  mast  funds rece ived  which are 
n o t  p a r t  o f  the town" estimated r e c e i p t s ,  may not be a p p r o p r i a t e d  
u n t i l  c e r t i f i e d  as p a r t  of f r e e  cash under G.L. Ch. 5 9 ,  S -  2 3 .  

However, t h e r e  are s evera l  exceptions to these rules, one of 
which is conta ined  in c l a u s e  ( 2 )  of the s t a t u t e ,  i . e . , :  

sums n o t  i n  e x c e s s  of ten thousand d o l r a r s  recovered 
under t h e  terms of fire or physical damage i n s u r a n c e  
policy and sums n o t  I n  excess  of t e n  t h ~ u s a n d  dollars 
received in restitution far  damage done to such c i t y ,  
town or d i s t r i c t  property may be used by t h e  c f f i c e r  or 
department having control of t h e  city, town or district 
p r o p e r t y  f o r  the r e s t o r a t i o n  o r  r e p l a c e m e n t  of s u c h  
property without specific appropriation . . .  

We have interpreted this clause as  a p ~ l y i n g  on ly  to p r o c e e d s  of 
Cww> $10.000 o r  less. If, as in t h e  current case, t h e  amount of the 

proceeds is in e x c e s s  of $10,000, then none of the proceeds may be 
used to r e s t o r e  t h e  damage w i t h o u t  an appropriation t h e r e f o r .  

However, since the s t a t u t e  implicitly authorizes the 
establishment o f  a receipts reserved fund f o r  r e s t o r a t i o n  o f  

cqp,rro) p r o p e r t y  up t o  the 510,000 limit, we have concluded that such 
proceeds,  if in e x c e s s  of $10,000, may be reserved  for appropria- 
"on. T h i s  procedure requires town meeting a p p r o p r i a t i o n ,  b u t  
would bypass t h e  normal free c a s h  certification requirement. I £  
n o  such appropriation is made by year end, the receipt r e s e r v e d  
account would c lose  out to t!te genera l  fund and would be certified 
as  p a r t  of f r e e  cash and could be appropriated for any p u r p o s e .  

2 .  You have i n d i c a t e d  that town meeting has v o t e d  an enter- 
prise fund for the park department which includes t h i s  building. 
I n  addition, a portion of the town 's  prenium is included i n  t h e  
e n t e r p r i s e  budget ,  presumably t o  cover this building- Neverthe- 
less, the e n t e r p r i s e  fund statute grants c o n t r o l  to the park 
department only o f  those amounts appropriated by town mee t ing  f r o m  
t h e  levy and from 'an estimate cf the income to be  derived by t h e  
o p e r a t i o n s  of the e n t e r p r i s e . ' V G . .  Ch. 4 4 ,  5. 53F 112. Insur- 
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ance proceeds in payment of a claim by the  t o w n  f o r  damage to this 
building, used by the  enterprise, is net income derived from the 
operation of the  e n t e r p r i s e .  Thus, i t  is general fund revenue 
under G.L. Ch. 4 4 ,  S. 5 3 .  

3 ,  Under ~ . i ,  Ch. 4 4 ,  S, 31 a t o w n  department may i n c u r  a 
liability in excess  of appropriation if the board of selectmen, by 
majority vote ,  declare an emergency due to a m a j o r  d i s a s t e r ,  such 
as  Hurricane Bob, "which poses an immediate threat to t h e  health 
or s a f e t y  o f  persons  or p r o p e r t y " .  This authorizes expenditures 
s h o r t l y  after such a disaster t o  the e x t e n t  t h a t  f a i l u r e  to make 
repairs promptly would c r e a t e  an imminent h a z a r d .  T h a t  a u t h o r i t y  
d o e s  n o t  e x t e n d  to d i s c r e t i o n a r y  spending f o r  r e p a i r  cf a building 
which is n o t  essential to the t o w n  and which does not present a 
hazard in i t s  unrepaired c o n d i t i o n .  I have n e t  been made aware of 
any such requirement in t h i s  c a s e .  The f a c t  that the building has 
not been r e p a i r e d  f o r  several months  indicates that t h e r e  is 20 
such immediate danger. 

I hope this addresses your  conce rns .  S f  1 may be of f u r t h e r  
s e r v i c e ,  p lease  do n o t  h e s i t a t e  t o  con tac t  me again. 
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Bulletin 

MTBE Liti~ation Settlement Proceeds 

TO: Accountants, Auditors, Assessors, Mayors, Selecben, Cityt'Town Managers and Finance 
Directors 

FROM: Gerard D. Peny, Director of Accounts 

DATE: Novcmkr  2008 

SUBJECT: Treatment of MTBE Products Liability Litigation Settlement Proceeds 

We have received a number of inquiries regarding the treatment of settlement proceeds received as 
a result of a class action products liability lawsuit, In Re: Mefkyl Tepd!iary Bzqd Ether ("'IMTBE'T), brought 
against manufacturers and distributors of gasoline containing MTBE. This BuEIetin explains the 
accounting treatment and expenditure of proceeds received ti-om the settlement. G.L. c. 44, 5 5 38 and 42. 

We understand thc sett lernent compensates cities, towns and disaicts for damages attributable to 
MTBE contamination of their water supplies. In addition to the monies now being distributed, the 
settlement provides for additional compensation should contamination be detected in other supplies in the 
future. We also understand the settlement does not place any restrictions on the use of these funds, 
although recipients may use all or some of the monies for current or future clean-up costs, 

As is the case for proceeds payabIe to a city, town or district from the settlement of litigation 
claims generally, the MTBE settlement monies are unrestricted revenues that belong to the gcneral fund 
and rcqt~ire an appropriation to spend. G.L. c. 44, § 5 3. Due to the timing of these distributions, many 
recipients would be unable to appropriate these monies for water or other purposes until after #he close of 
FY09. The reason is that ordinarily any unanticipated general f ind proceeds not reported in the tax rate 
are unavailable For appropriation until the Director of Accounts certifies them as part of a community's 
free cash at the close of the fiscal year. G.L. c. 59,323 .  In this case, however, recipients may reserve 
these settlement proceeds for appropriation during FY09. This treatment is consistent with longstanding 
Bureau policy that allows payments over $20,000 received as xcstitutjon for damage to public property to 
be accounted for as available funds during the fiscal year received. (See G.L. c. 44, $ 53(2), which allows 
smaller restitution payments to be spent without appropriation for repairs.) 
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Therefore, a city, town or district has the following options regarding the treatment and use of 
MTBE settlement proceeds received during FY 09: 

Ir may report all or a part of the proceeds as estimated receipts when setting the FY09 
tax rate, The receipts may be applied to offset existing appropriations, or if a town or 
council meeting is held before the rate i s  set to offset new appropriations, for water or 
other purposes. 

* It may reserve and appropriate the proceeds as an available fund for water or other 
purposes during FY09. Any monies not appropriated in FY09 will close 20 h n d  
balance (free cash) at the end of FY09. 

It may reserve the proceeds for appropriation during FY09 by requesting an update to 
free cash. See Bz111c t i l l  200%-041!. 

The same options will apply to additional payments received in any other fiscal year as 
compensation for newly detected contamination, The monies may be reported as estimated receipts in 
that year's tax rate, rcservd and appropriated as an available fund during the year or resenred for 
appropriation through a free cash update. 

For FY09 and future years, any proceeds not used or reserved under these options wil! cIose to 
fund balance at the end of that year. 

Any questions you have should be directed to your Bureau ofAccounts representative. 



MASSACHUSETTS DEPARTMENT OF REVENUE 
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MITCHELL AOAMS 
ConmWoner 
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June 28,1995 

Benjamin U'. Hustd, Jr. 
Town Accountant 
23 Green Street 
Kingston, MA 02364 

Re: Court Judgments 
Our File No. 95-588 

Dear Mr. Husted: 

You have asked for an opinion setting out ways the town may pay a substantial court 
judgment rendered in FY95. You have listed six methods and request comments on them, as 
well as additional mechanisms. The methods you suggest ale: 

1. Raise amount on the recap 
2. Appropriate from available funds 
3. Borrowing or bonding 
4. Transfers from budgeted i terns 
5. Add amount to tax rate 
6.  Special legislation 

Methods 1 and 5 are really aspects of the same procedure, i.e., payment witl~out 
appropriation from available funds. After the tax rate has been set for a given fiscal ycas a 
to\m may in such year pay a final court judgment from available funds, without specific 
appropriation therefor, with the approval of the director of accounts. G.L. Ch. 44,531. Such 
amounts must then be added to the tax rate and raised on the mcap in the fo1lowing year i f  no 
appropriation or other method of paying the judgment has otherwise been provided. G.L. Ch. 
59,523. If the tax rate has not been set for the particular fiscal year, the assessors must assess 
taxes to include final court judgments, unless the t o w n  has otherwise provided for payment by 
means of appropriation. G.L. Ch, 59,523, 

Methods 2 and 4 are related and would be the usual approach to authorizing payment 
to meet any town expense, i.e., by town meeting appropriation from available funds to cover 
the liability. G.L. Ch. 40,SS. This mechanism includes appropriations from the levv, i f  the tax 
rate has not been set. I t  also includes appropriations from the stabilization fund (two-thirds 
vote required), overlay reserve and other undesignated funds as well as transfers from special 
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article or operating budget appropriations which have not been spent or encumbered. See 
G.L Ch. 40,§5B; G.L. Ch. 59,525; G.L Ch. 44,533B. 

Methods 3 and 6 involve borrowing to pay the judgment. G.L. Ch. 44, §7Clll 
spxificaUy authorizes borrowing for no longer than one year to pay final judgments. This 
mechanism usually only gives the municipality the ability to defer raising the amount of the 
judgment for one planning year, during which the town may arrange to appropriate sufficient 
funds in the next annual budget to cover the debt, or arrange for special legislation (method 6) 
to permit borrowing for more than a year to amortize the expense. 

The above are the only methods generally available to towns to voluntarily satisfy a 
court judgment. We hope this addresses your clmcerns. IF we may be of further service, 
please do not hesitate to contact us again. 

chief, Property T& Bureau 
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Bulletin 

TO: 

FY2010 BUDGET ISSUES AND PROCEDURES 

Mayors and Selectmen City and Town Managers 
Boards of Assessors Executive Secretaries and Finance Directors 
Auditors and Accountants City Solicitors and Town Counsels 
Collectors RegionaI School District Commitfees 
Treasurers Regional School District Superintendents 

FROM: Gerard D. Perry, Director of Accounts 

DATE: March 2009 

SUBJECT: FY20 I0 Budget Issues 

This Bulletin addresses several issues that cities, towns, rcgional school and other districts may 
consider for W 2 0  1 0 revenue and expenditure budgeting and for accounting purposes. 

FY2009 Local Aid Reductions 

In January, the Bureau of Accounts issued Bu I Icf i n  2009-04 H that discussed the budgetary and 
financial implications of FY 2009 local aid ductions and addressed several actions that may be taken 
by cities and towns to avest a FY2009 revenue deficit that otherwise must be provided for in FY20 10. 
Here i s  some additional guidance regarding a revenue deficit. 

4 Calculating a revenue deficit: A revenue dcfi cit occurs when actual revenues and expenditures 
(exclusive of legal appropriation deficits) compare unfavorably to budgeted non-property tax 
revenues and appropriations. If appropriation turn-backs are insufficient to cover the non-property 
tax revenue shortfall, a revenue deficjt exists that must be provided for in the following fiscal year 
no later than the setting of the following fiscal year's talc rate. 
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Averting a revenue defrcit prior to June 30, 2009: A revenue deficit is not finalized until the 
fiscal year's books are closed. Therefom, action to avert such a deficit before June 30,2009 
can only be estimated. Any estimate made closer to June 30Ih will likely be more accurate. 

* BuIletin 2009-MB indicated several suggestions on how to avert this deficit prior to June 30, 
2009. In addition, Boards of Selectmen with the agreement of the Finance Committee may 
consider their appropriations transfm option pursuant to G.L. Chapter 44, 8 33B (see 
lnt'on~rntiul~al C;wdclit~c Itclcasc (IGRI 06-3l0) in this case. If this option i s  considered, the 
Bureau recommends that the Board transfer a sufficient amount of unspent appropriations to 
a budget line item which will continue to go unspent through the end of the fiscal year. 

* Exringwishing a revenue dqficir by appropriation after June 30,2009: Before June 3 0,2009, 
cornrnuni ties may appropriate free cash certified as of July 1,2008 to a stabilization fund to 
be used for appropriation after Junc 30,2009 to extinguish a FY2009 revenue deficit (see 
PGli 114-20 1 ). A stabilization fund has dollar limits per G.L. Chapter 44, 5 5B that can only 
be increased by permission of the Director of Accounts. 

In addition, free cash certified as of July 1,2009, the tax levy or other lcgal funding source 
may be appropriated aRer June 30, 2009 to extinguish this deficit. 

Rcrising a revenue deficit on ?he FY2OI 0 Tux Rate Recap itulution form (Recap): A revenue 
deficit as of June 30,2009 may be raised on page 2, Part I B ,  line 6 of the FY2010 Recap. 

Storm Damage Defic-Rs 

The Bureau issued Bulletin 3009-0 1 B in January 2009 regarding financing damage expenses 
from the December 2008 ice storm. All expenses paid as of June 30,2009 and (1) not provided 
for by borrowing as indicated in the Bulletin or by appropriation and (2) not tcimbursed by the 
lime the FY20I 0 Recap is submitted to the Bureau of Accounts for tau rate certification must be 
provided for on page 2, Part IIB of the FY2010 Recap, Treasurers are advised that an expected 
cash shortfa11 caused by these expenses may be relieved through the provisions explained in the 
Bulletin and not through normal tax anticipation borrowing. 

The Federal Single Audit Act of 1 984 as amended requires a financia1 audit or, if properly 
petj tioned to the appropriate federal oversight or cognizant agency, a specific program audit if 
$500,000 or mom in federal funds are expended during any one Fiscal year. The Massachusetts 
Emergency Management Agency's (MEMA) Disaster Recovery and Mitigation reimbursement 
packet included this reminder. 

MTBE Litigation Settlement Proceeds 

In November of 2008, the Bureau issued Bul lc ' t i i~  3 0 0 S a I 3  regarding the treatment and use of 
these settlement proceeds during FY2009. Because these settlement proceeds arc unrestricted, 
they belong to a city or town's General Fund pursuant to G.L. Chapter 44, $ 53 even if that city 
or town adopted a Water department enterprise fund or has a Water department special revenue 
fund under G.L. Chapter 4 1, 5 69B or special act. The city or town appropriating authority may 



appropriate these proceeds for any legal purpose, which may include specific Water department 
activities, Proceeds appropriated to a Water department with no specific purpose must close to 
that department's fund balance or retained earnings, Any amount not so appropriated must be 
closed to the city or town" General Fund on June 30,2009. 

Revenue Budgeting for FY2010, Estimated Receipts 

* IWOIOP VehicleandInvestmwtIncorne: TheBureau forthesecond fiscal year cautions 
against unreasonable FY2010 estimates above FY2009 actuals which may be rejected 
without strong supporting documentation. 

Municipal Medicaid The Bureau has been notified by the State's Office of Municipal 
Medicaid that unless the United States Congress takes certain action to continue benefit 
levels seen in prior fiscal ycars, FY20 10 reimbursements will bc signif cantly lower than in 
FY2009. The Congress i s  expected to consider this matter in April. Until this matter is 
resolved, the Bureau recommends that communities estimate this revenue source 
conservatively and revise the estimate upward i f  Congressional act ion warrants, The Bureau 
will consider for free cash update the di ffercnce between the amounts budgeted and expecred 
(see Free Cash Update and Non-Recurrent Distributions to Cities and Towns below) 
once the expectcd amount has been determined. 

Medicare Part D: These payments belong to the General Fund whether or not the city or 
t o m  has n Claims Trust Fund and may be estimated on page 3 of the Recap as 
"hfiscellaneous Non-Recurring". The estimate wit1 be reviewed by the Bureau using the 
same standard as other estimated receipts. 

Sale of Real Estate: Proceeds from the saIe of real estate acquired by other than tax title 
foreclosure are not allowed as an estimated receipt on page 3 of the Recap without special 
legslation. These proceeds must be placed into an available fund for appropriation toward 
certain restricted purposes indicated in G.L. Chapter 44,s 63. 

Marijuana Fines: Paid civil fines imposed upon individuals for marijuana use belong to the 
community's General Fund and cannot bc directed to any municipal department. Thr: city or 
town's legislative body may raise and appropriate an amount of funds for any municipal 
department and offset the appropriation with an estirnaled receipt on page 3, line 1 9 of the 
Recap until the tax rate is certified by the Burcau. 

* Mtigaiion Pn~menrs: Mitigation paynents are often characterized as grants or gi Rs, but are 
generally unrestricted general receipts. (see City 9 11ri 'Fhwn, Focus, Januan .  2006) They can 
be substantial in amount and may bc used as an estimated receipt on page 3 of the Rccap 
provided there is strong supporting documentation. Under current economic conditions, the 
Bureau will not generally approve a FY2010 estimated receipt from a private party where ( I )  
FY20 1 0 is the firsl year of the payment and (2) the payment is  not received by the time the 
FY20 1 0 Recap is submitted to the Bureau of Accounts. Once received, however, mitigation 
payments not included as estimated receipts on the FY2010 Recap may become part of a h e  
cash update request (see Free Cash Update and non-Recurrent Distributions to Cities 
and Towns below). 



Revenue Budgeting for FY2QI 0, Other Receipts 

.Wassachuserts School Building Aurhuriy : As in prior years, FY2 0 1 0 estimated payments 
will be allowed on the Recap providd (a) the amount is  rcported en MSBA's website, and/or 
(b) an additional amount is indicated in separate correspondence from MSBA apart from the 
wcbsite amount. See IGR 0 s -  102 for instructions on receipt of payments and reservation for 
debt exclusion if applicable. 

+ Community Preseyvatfom Fund Of the 1 40 cities and t o m s  that have voted to adopt the 
Community Preservation Act (CPA), 1 35 collected the low1 surcharge in FY 2009 and are 
eligible for state matching grants in FY2010, As a result of the downward trend in the 
collection of Registry of Deeds' fees that provide state funding For the CPA program and the 
increasing number of communities participating in the program, the Division estimates that 
the balance in d ~ e  state trust hnd  will be sufficient to provide a first round match of 
approximately 29 percent of the surcharge Ievied by each city and town. This wiIl trigger a 
sccond round or equity distribution for those communities that have adopted the maximum 
three percent surcharge. With the equity distribution, the total state reimbursement for 
qualifying cornmunit ies will increase, depending on the community's quastile and total 
surcharge amount (see FY3111() for applicable quartile), Please note that 
these estimates are subject to change depending on Registry cof lections between now and 
September. 

* EnrerpriseRetainedEarnings: InAprilof2008,fheBureau issuedII;' OX-FOI regarding 
Enterprise Funds pursuant to G.L. Chapter 44, $53F%. Included in the Guideline arc 
significant rule changes including the proper use of retained earnings, funding a retained 
earnings deficit, a recornmended indirect cost allocation methodology and fwnding for 
indirect casts. Local officials are strongly urged to review this TGR. 

Revenue Budgeting for W2010, Available funds 

Transfers to Overlay Surplus: Overlay surplus is an available fund that is available for 
appropriation for any I awhl  purpose until June TO", afler which it must be closed to the city 
or town's General Fund. Assessors must exercise care in calculating the amount of each 
transfer From Overlay to Overlay Surplus so as to abide by G.L. Chapter 59, $25. An JGR 
on this matter is expected to be rtleascd soon by the Division. 

Pension Reserve Transfers and PERAC Approval: Any city or town with a Pension Resewe 
Fund pursuant to G.L. Chapter 40,$ 5D and considering a transfer from this fund pursuant to 
G.L. Chapter 32,422 part 6A(b) must first receive permission in writing to do so from the 
Massachusctts Public Employee Retirement Administration Commission (PERAC). 

Expenditure Budgeting for N2010 

Ofher Amounts to be Raised: During the tax rate approval process, the Bureau bas noted 
several communities attempting to raise in the tax lcvy prior and current fiscal year deficit 



amounts. State law allows for only certain deficits to be raised on the Recap without 
appropriation. h y  other amounts being so raised must be supported by special legislation. 

m Court dtldgmenrs and Sefflemenrsfor Jzrdgment: Any final court judgment or settlement for 
judgment rendered between July 1 " and the time of setting the next tax mtc must be raised on 
the Recap without appropriation on page 2, Part n B ,  line 3 if not otherwise provided for. 
Any such judgment or settlement for judgment rendered (1) after the setting of the tax rate 
through June 3Vh and (2) in an amount greater than S10,000, may with the written approval 
of  the Director of Accounts be paid from avaiiable funds in the treasury and be raiscd on the 
next fiscal year's Recap. 

Other Post-Employment Benefits (OPEBs): Several communities have been granted special 
legislation to create an OPEB account. Chapter 479 of the Acts of 2008 provided for the 
establishment of OPEB Liability Trust Funds in Municipalities and Certain Other 
Governmental Units. The Division will issue an IGR on this new fund. Local officials may 
wish to review the Governmental .4ccounting Standards Board's (GASB) current guidance in 
administering such an account at rvn.\v. rajb.org. 

Budgerir~g in FUJI Prior to T m  Rate Cmification: In the Bureau's opinion, although even& 
may occur after tax rate certification that require additional budget action, the city or town 
budget as reported on the Recap should represent final spending authority as budgeted and 
appropriated. Cities and towns should not submit the form for tax rate cenification with the 
intention of  finding the remainder of the budget as funds become available. 

Setf-ns~~trrance Plans fw Employee Health Insurance: If the June 30,2009 Claims Trust Fund 
balance i s  in deficit for any cities, towns or regional school districts with a Claims Trust 
Fund, the deficit must be provided for (1) in a city or town by appropriation or by raising it 
on the Recap as an Other Amount to be Raised and (2) in a regonal school: district by 
providing for it in the FY20 10 regional school district budget. Any such deficit is also a 
reduction to a city or town's certified free cash or to a regional school district's certified 
excess and deficiency amount. 

Cherry Sheet Assessmettrs and the Overlay= Cherry Sheet assessments and the Amount 
provided for Abatements and Exempt ions (Overlay) do not require appropriation. Although 
the amounts should be included as pad of the city or town's FY20 10 overall spending plan, 
we recommend they not be included as items in the budget. If they are appropriated as part 
of the budget, however, then care must be taken to avoid raising the amounts as bath overlay 
and appropriations. 

TheCPverta);: Adequateprovisionmustbemadein theFY2010Qverlaytocovcrpotential 
abatements on taxes assessd to telecommunications companies for poles and \vks erected 
upon public \says, constnldion work in progress and other taxable property in place but not 
in service. In rccent telephone central valuation cases, the Appellate Tax Board (ATB) has 
ruled that this property is  taxable, but appeals are expected (see f3u. Until 
this litigation is .final, the Bureau will review form OL-1 submitted with the Recap to ensure 
the Overlay is adequate in the event the ATB's rulings are not upheld. 



Certffication of City, Town, District and Regional School District Notes 
and Receipt of Audit Reports 

Audit reports of cities, toms and districts are required if expenditure of federal finds excwd 
threshold amounts promulgated by the federal Otrtce of Management and Budget. Audits of 
regional school districts are required under provisions of G.L. Chapter 71,$ I6A. For FY20 10, 
thc Bureau of Accounts will not certify revenue notes of a cj ty, town, district or regional school 
district if a requircd audit for the period ended June 30,2008 has not been submitted. 

Free Cash Update and Non-Recurrent Distributions to Cfies and 

The Bureau wf ll continue its poIicy to allow cities and towns an opportunity to request from the 
Director authority to reserve and appropriate non-recurrent distributions over a certain period of 
time through the h e  cash update process. 

For cities and to\vns, state law permits inclusion of receipts attributable to prior years, principally 
collection of property taxes, up to March 3 I". .is update to the amount previously certified 
provides additional spending authority based on such items, but must first be certified by the 
Director prior to appropriation. The Director will not certify an additional amount if use of such 
funds could, in the Director's opinion, result in a negative free cash as of the following June 30''. 
Only one request may be made by a c i y ,  town per f scal year, If an amount is certified by the 
Dircctor and a negative free cash as of the following June 30Ih results, the city or town may not 
request a simiIar update for the following fiscal year, 

Regional Schooi District Balance Sheet Required 

Regional school districts must submit a Balance Sheet to the Bureau for certification of excess 
and deficiency as of June 30'" The Board of the Department of Elementary and Secondary 
Education (DESE) regulations indicate that i f  a Balance Sheet is not filed timely, the DESE 
Commissioner may request of the Commissioner of Revenue to withhold all or some part of the 
quarterly distributian of state aid for that school district until a Balance Sheet is submitted. 

State law and the Board's regulation q u i r e  such a Balance Sheet to be submitted to the Bureau 
on or before October 3 1 of each year. Annual Bureau instructions indicate the submission 
requirements. Audited Balance Sheets are not required, but the submission must be in a format 
that will allow the Bureau to calcujate an excess and deficiency amount. 

Levy Limits on the Website 

IT20 1 0 preliminary levy limits for budget planning purposes and instruct ions will be available 
soon on the Division" website. The levy limit calculation is the same as in FY2009 unless 
otherwise noted in the instructions' cover letter. 



Gateway: FYZOlO Tax Rates and FY2009 Schedule A's 

For T u  Rate and Schedule A form completion during FY2010, foms will be on-line for direct 
data entry, review, retrieval, signing and submission by authorized local officials, The data may 
then be entered once with immediate feedback on potential problems. At the same time, 
Gateway has an internal tracking system to more efficiently move workflow through the people 
involved in form approval. 

For FY2009,S7?4 of cities and towns submitted Recap foms directly on Gatewqv whiIe 67% 
submitted FY2008 Schedule A's. Enhancements suggested by Assessors and Accountants will 
be rolled out this spring. The Excel-based Recap and Schedule A progmms will remain available, 
'but focal officials should realize that they are uploaded to the Gntavay database and their status 
i s  visible to authorized local users. 

End of year accounting forms or upload links are also available on Gatwuy under Misc Forms 
for CP1, CP2, Snow & Ice, Cash Reconciliation, Statement of Indebtedness, Outstanding 
Receivables, Quarterly Cash Report, and Balance Sheet Checklist. 


