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The Auditing Standards Board of the
American Institute of Certified Public
Accountants has issued several new
standards for audits (Statement on Au-
diting Standards or SAS) that will impact
the audits of local governments. Before
we discuss these new standards we
should explain certain concepts that
are, at times, misunderstood.

The first misunderstanding is with re-
gard to who is responsible for prepar-
ing the audited financial statements.
The management of a community is re-
sponsible for preparing the financial
statements. While your auditors may
actually type the financial statements,
they do so as a service to your com-
munity; but the ultimate responsibility
for the completeness and accuracy of
the statements is with the community’s
management.

As such, community management must
understand what is presented in the fi-
nancial statements and be prepared to
explain them to elected officials and
the external financial community.

In addition, community management (or
those charged with governance) is re-
sponsible for the internal control sys-
tems including technology, financial,
and staffing. Auditors are required to as-
sess and report on the system.

Management must continually assess
whether problems can occur and where
their risks lie. Even with an adequate
system, people can override systems
and controls. The “system” doesn’t just

mean computer systems. It is the en-
tire control environment that ensures
that financial transactions are properly
recorded and financial statement are
prepared in accordance with generally
accepted accounting principles. Sys-
tems include the adequacy, perform-
ance and evaluation of staff. Oversight
of the system is extremely important.
Staff can override controls, therefore,
the system must include processes to
review the control environment and de-
tect unusual activity.

The new standards increase the audi-
tor’s responsibility to assess and report
on the control environment. This means
that readers of the management letter
will, probably, see more issues identi-
fied. Some of these issues may have
existed in the past; however, the fact
that auditors didn’t report on these is-
sues does not mean the auditor failed to
uncover them or was remiss in not re-
porting them.

SAS 112 (“Communicating Internal
Control Related Matters Identified in an
Audit”) redefines the types of internal
control issues that will be reportable. In
previous Management Letters you may
have seen conditions that were identi-
fied as “reportable conditions” and “ma-
terial weaknesses.” SAS 112 changes
the term “reportable condition” to “sig-
nificant deficiency” and, though, the
term “material weakness” is retained, it
is defined differently.

New Impacts on Audits of
Local Governments
F. Ellis FitzPatrick, CPA, CGFM, Bureau of Accounts and Scott C. McIntire,
CPA Melanson Heath & Company, PC
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arranges to accept payment over a cer-
tain period of time. Until the borrower’s
debt is paid, the UCC filing records the
borrower’s indebtedness.

To use the UCC Public Search, I would
recommend that you start by typing “A”
for the last name, enter your commu-
nity in the “City” dialog box and enter
“01/01/2008” in the “Search for items
filed this date and later” dialog box. New
UCC filings will be noted as “UCC-1.”
You can also obtain financing and
asset information through the “Termina-
tion” and “Continuation” filing types, but
you have to pull up the original “UCC-1”
filing, which is in a PDF format. If the
original filing was from a previous year,
you can enter the asset but be sure to
use the correct year of acquisition.
Once done with the “A” list, go on to
“B” and the rest of the alphabet.

Once you’ve discovered an asset,
phase two of the process is to get on
the Internet and search for the cost new
of the item in question. Any search en-
gine will do and you’ll find you may
have to estimate an approximate value
because many manufacturers are re-
luctant to publish prices for their equip-
ment. The more you search around,
the more confident you will be in com-
ing up with an approximate cost for the
item when new, if you find you have to
estimate a value.

The proper assessment of personal
property has always been a challenge
for municipal assessors. Taxpayers
submit their personal property and its
value on the form known as a “Form of
List.” Form of Lists are submitted an-
nually and are scrutinized with a some-
what-doubting-eye as we read tax-
payer statements regarding furniture
and machinery that are worth only
$150 in depreciated market value.
Other taxpayers never submit a return
and the assessors always question
themselves, “Do they not know to sub-
mit? Or do they not submit for fear of
increased assessments?”

During the course of the year, there are
routine and cyclical inspections of busi-
nesses, and each time, I return to the
office with scribbled notes about some
brand of autoclave and the approxi-
mate year it was new. My notes begin
an online search for the cost of the item
when “new,” based on that approxima-
tion and I usually realize that while I
had the brand right, I’m not sure about
the model number or exact year, which
I need to assess the value.

This year, it was brought to our atten-
tion that a method existed that would
allow us to “discover” assets owned by
our taxpayers that are not being re-
ported to assessors. Our office put our
heads together and figured out how
we could accomplish this task.

The result was right on the Secretary of
State’s website, in the form of the Uni-
form Commercial Code (UCC) Public
Search, which can be found at: http://
corp.sec.state.ma.us/uccfiling/ucc
Search/Default.aspx. Just like the
recording of a deed is a public notice of
the conveyance of real property, a UCC
filing is made to record a debt of one
party to another. Major equipment pur-
chases usually occur when the seller
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DLS 
Commentary

As we continue to
ride out the chal-
lenges of fiscal
year 2009 with our
eyes open to fis-
cal year 2010,
DLS would like to
thank municipal

officials for their continued dedication
and hard work. We appreciate how
dire these times are, the tough choices
you’ve had to make and will continue
to make this spring at town meetings
and city council meetings across the
Commonwealth. We know that you are
working to keep your doors open and
the lights on. Please call on your DLS
colleagues for assistance as you pre-
pare for the upcoming fiscal year.

In that regard, we’ve covered several
oft-asked topics in this month’s issue,
including auditing standards for mu-
nicipalities, library finances, and the
motor vehicle excise. Our annual look
at motor vehicle excise details a story
you already know; not surprisingly, ex-
cise revenues continue to trend down
as the age of our vehicles continues
to increase.

As usual, we welcome all feedback
on City and Town and other municipal
issues.

Robert G. Nunes
Deputy Commissioner & 

Director of Municipal Affairs

Personal Property Discovery
and the Uniform Commercial Code
Robert J. Allard, Jr., City Assessor Worcester

Best Practices

continued on page 10
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Certain municipal finance questions
have frequently been raised over the
years pertaining to libraries. At the top
of the list are the subjects of library trust
funds and permissible expenditures of
public funds for library purposes.

Generally, the municipal treasurer is
the custodian of all funds, including
trust funds, pursuant to M.G.L. Ch. 41
Sec. 35 and Ch. 41 Sec. 46. There is,
however, an exception to this general
rule. Where a donor creates a public
charitable trust and expressly provides
that the custody of the trust funds be
with someone other than the municipal
treasurer, then the intention of the
donor must prevail.

This exception was the basis for the
Supreme Judicial Court decision of
Trustees of the Public Library of Mel-
rose v. City of Melrose, 316 Mass. 584
(1944). In that case, two bequests in
wills were made to the trustees of the
city library with the principal to be held
and invested by the trustees and the
income to be expended for the benefit
of the library as the trustees deemed
prudent. The city argued that the city
treasurer should have custody and
control of these trust funds. The court
disagreed. Relying on the express lan-
guage in the two wills, the court ruled
that the testators intended that the li-
brary trustees should be custodians of
the funds with full power of investment
and disposition in accordance with the
terms of the bequests.

A community can appropriate funds for
the operation and maintenance of a pri-
vately owned library. Sometimes, a “free
public library” operates in a community.
The term “free public library” means a
library wholly or partially under private
control but which is open to the public.
Under M.G.L. Ch. 40 Sec. 5, municipal-
ities may appropriate money for their
corporate purposes on terms and con-

ditions consistent with state law. Before
the statute was amended in 1989, it in-
cluded numerous specific provisions re-
garding allowable spending purposes.
One such provision, M.G.L. Ch. 40 Sec.
5 Cl. 18, allowed a municipality to ap-
propriate money for the, “establishment,
maintenance or increase of a public li-
brary.” The Attorney General had inter-
preted the statutory phrase “public li-
brary” to mean that a municipality could
appropriate money for a library under
public control as well as any library to
which the general public has free ac-
cess (6 Op. Atty. Gen. 18 (1921)).

Appropriation for the operation of a free
public library would not contravene the
State Constitution’s Anti-Aid Amend-
ment since the Massachusetts State
Constitution in Article 18 as most re-
cently amended by Article 103 specifi-
cally authorizes municipal appropria-
tions “for the maintenance and support”
of free public libraries that are privately
owned. If a city or town pays more than
half of the free public library’s operating
expenses, the library’s employees must
become part of the public retirement
system (M.G.L. Ch. 32) and are eligible
for the municipal health insurance plan
(M.G.L. Ch. 32B). To ensure the proper

withholding of employee contributions
for retirement and health insurance pur-
poses, the library payroll would have to
be integrated with the municipal pay-
roll and accounting records and be ap-
proved through the warrant process.
Otherwise, a free public library is a
private corporation not a municipal de-
partment and its bills and payrolls
would not require the same approval
by a municipal accounting officer as
the bills of municipal departments, un-
less the municipality makes that ap-
proval a condition of its support. 

A municipality can build a library that it
would own and can borrow funds for
pursuant to M.G.L. Ch. 44 Sec. 7 Cl. 3.
A municipality can also borrow for “re-
modeling, reconstructing or making ex-
traordinary repairs to public buildings
owned by the city or town” pursuant to
M.G.L. Ch. 44 Sec. 7 Cl. 3A. A city or
town, however, is not authorized to bor-
row money to pay all or a portion of the
cost of a capital improvement to a li-
brary building not owned by the munic-
ipality. While the use of public funds for
the operating budget of a free public li-
brary is clearly permissible under the
Anti-Aid Amendment to the Massachu-
setts State Constitution, the expenditure
of public money for repairs to the “free
public library” appears to be impermis-
sible assistance to a charitable institu-
tion not controlled by public officers.

Since many communities have adopted
the Community Preservation Act (CPA),
which permits a surcharge for certain
enumerated purposes, some have
questioned whether a community
could use CPA funds to make repairs
to town owned buildings, such as the
town library. A community can use CPA
money to preserve, rehabilitate or re-
store historic resources, which are de-
fined in M.G.L. Ch. 44B Sec. 2 to mean

Library Trust Funds and Other Related Issues
James Crowley, Esq., Municipal Finance Law Bureau
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Legal

If a city or town pays
more than half of the
free public library’s
operating expenses,
the library’s employees
must become part of
the public retirement
system … and are
eligible for the
municipal health
insurance plan.

continued on page 10
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“With lottery revenue falling short of
meeting local aid expectations, a pro-
jected $1.3 billion gap in the next state
budget, new property tax growth slow-
ing down and municipal costs continu-
ing to run ahead of revenues, the last
thing local officials need is another dose
of fiscal bad news. But here it is: rev-
enues from the Motor Vehicle Excise are
leveling off and seem poised to decline
in the coming fiscal year.” –December
2007 City and Town

One year later, the news is worse on al-
most all fronts: the state budget gap this
fiscal year is at least $2.5 billion; there
is very little new growth to bolster the
allowed 2.5 percent increase in local
property tax collections; an intense
winter of snow and ice cleanup has ex-
ceeded appropriations; a mid-year re-
duction in local aid; and other than get-
ting a break in operating costs due to
the declining cost of fuel oil and gaso-
line, local budgets are even tighter.

And as for revenue from the motor ve-
hicle excise — well, it bucked the tide
a little, increasing from $636.9 million
in FY07 to $681.5 million in FY08. How-
ever, this important unrestricted rev-
enue source for cities and towns, deliv-
ering an amount roughly equivalent to
the state’s collection of fuel excise tax
revenue, remains vulnerable due to
declining sales of new motor vehicles
and the aging of our vehicle fleet.

Due to the way the motor vehicle ex-
cise ($25 per $1,000 valuation) is struc-
tured, the maximum amount of revenue
is generated in the first couple of years
after sale. The excise tax depreciation
schedule is 50 percent for the year
prior to manufacture, 90 percent in the
model year of manufacture, 60 percent
in the second year after, 40 percent in
the third year after, 25 percent in the
fourth year after and 10 percent in the
fifth and subsequent years.

Sales of new cars are way down. Both
foreign and domestic automakers are
reporting declining sales of new cars
in the range of 30 percent and higher,
which explains why motor vehicle sales
tax collections statewide are already
down $43 million from a year ago, a de-
cline of nearly 15 percent. For FY08, the
Commonwealth collected $502 million
from the sale of new and used motor
vehicles, which was down $27 million
or 5 percent less than the previous fis-
cal year. If current trends continue, the
Commonwealth could easily see a
drop of well over 10 percent in its FY09
motor vehicle sales tax collections.

Not surprisingly, this sales tax collec-
tion slump can be a predictor of de-
clining motor vehicle excise collec-
tions. In FY06, the excise collection
statewide totaled $694,258,568, which
exceeded the budgeted amount of
$649,722,435. In FY07, these collec-
tions came back down to earth. The
excise collection statewide totaled
$636,886,143, falling short of the bud-
geted total of $660,302,818. In FY08,
the budgeted total was $639,928,569,
while the actual collection to date (341
out of 351 cities and towns) has come
in higher at $681,528,194. The positive
gap between budgeted and actually

continued on page 5

Revenue from Motor Vehicle Excise Likely
Heading Down Again as Vehicle Sales Decline
and Average Vehicle Age Increases
Robert Bliss, DOR Director of Communications
Data by Jared Curtis, Databank Analyst

Focus on Municipal Finance

The average vehicle
age in Massachusetts
has grown 16 percent
in just two years,
and 33 percent since
FY2000.

Table 1

Fiscal Year 1997–2008 State Totals
Pct. change

Fiscal Motor Pct. of from prior
year vehicle excise Total budget budget year

1997 413,125,946 11,951,637,634 3.46 —
1998 469,266,235 12,622,550,542 3.72 13.59
1999 472,968,007 13,456,708,724 3.51 0.79
2000 534,082,837 14,282,454,671 3.74 12.92
2001 583,164,568 15,246,078,524 3.83 9.19
2002 609,933,729 16,199,645,405 3.77 4.59
2003 645,159,707 16,721,962,244 3.86 5.78
2004 635,827,428 17,084,298,244 3.72 (1.45)
2005 683,167,505 17,810,903,509 3.84 7.45
2006 694,258,568 18,826,543,229 3.69 1.62
2007 636,886,143 19,937,602,847 3.19 (8.26)
2008* 681,528,194 20,912,130,752 3.26 7.01

*FY2008 actual collections for 341 out of 351 municipalities.
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collected indicates that cities and towns
are no longer overestimating their motor
vehicle excise collections.

That’s a good thing, given that the av-
erage age of a motor vehicle in Massa-
chusetts continues to increase. In 2000,
just before the dot-com crash and 9/11
brought the economy down, the aver-
age age of a vehicle in Massachusetts
was 7.66 years. In 2006, the average
vehicle age was 8.82 years. That grew
by a year to 9.83 in 2007 and in 2008
jumped again, to 10.12 years old. While
we’re a far cry from resembling a Holly-
wood back lot filled with fin-backed
cars from the 1950s, the average vehi-
cle age in Massachusetts has grown
16 percent in just two years, and 33
percent since FY2000.

As a percentage of total revenue for
cities and towns, the motor vehicle ex-
cise collection hit its high point in
FY03, when the statewide collection of
$645,159,707 was equal to 3.86 per-
cent of all city and town budgets. Since
then, the annual collection has dropped
to 3.06 percent.

Which 10 communities house the old-
est vehicles? Six of the 10, not surpris-
ingly, are island towns where residents
may choose to keep an old beater run-
ning rather than move it off the island:
(1) Aquinnah, 14.29 years, (2) Nan-
tucket, 14.05 years, (4) Edgartown,
13.08 years, (5) Chilmark, 13.06
years, (8) Oak Bluffs, 12.83 years,
(10) Tisbury, 12.64 years. The other

communities filling out the roster of the
communities with the oldest vehicles are
(3) Lawrence, 13.18 years, (6) Spring-
field, 13.04 years, (7) Mt. Washington,
13.03 years, and (9) Ayer, 12.66 years.

The 10 communities with the average
youngest vehicles, all suburban com-
muter towns, in ascending order are
Sharon (7.71 years), Needham (7.82
years), Southborough (7.98 years),
Hopkinton (8.02 years), Lexington
(8.05 years), Reading (8.10 years),
Westwood (8.12 years), Andover
(8.16 years), Holden (8.17 years) and
Sudbury (8.19 years).

Motor Vehicle Excise Revenue continued from page 4

Motor Vehicle Excise — Oldest Vehicle Age
Rank in

CY2007 avg. Rank in vehicle age
Municipality FY05 actual FY06 actual FY07 actual vehicle age Avg. bill avg. bill (oldest)

Aquinnah 37,217 34,338 36,899 14.29 75.35 340 1
Nantucket 2,074,726 2,512,510 2,099,570 14.05 110.86 131 2
Lawrence 3,244,878 3,170,776 2,990,120 13.18 74.96 342 3
Edgartown 798,923 970,580 726,215 13.08 100.70 185 4
Chilmark 197,416 172,060 202,647 13.06 100.28 195 5
Springfield 9,206,553 9,211,096 8,635,626 13.04 81.02 318 6
Mount Washington 18,639 21,781 21,214 13.03 100.26 196 7
Oak Bluffs 711,954 733,761 611,300 12.83 91.47 254 8
Ayer 746,297 800,786 737,205 12.66 98.62 203 9
Tisbury 677,165 667,729 524,776 12.64 100.64 187 10

Table 2

Motor Vehicle Excise — Youngest Vehicle Age
Rank in

CY2007 avg. Rank in vehicle age
Municipality FY05 actual FY06 actual FY07 actual vehicle age Avg. bill avg. bill (youngest)

Sharon 2,556,712 2,673,656 2,433,075 7.71 145.36 25 1
Needham 4,301,123 4,300,194 4,124,378 7.82 151.98 13 2
Southborough 1,792,140 1,918,873 1,758,885 7.98 162.77 6 3
Hopkinton 2,388,749 2,365,761 2,069,150 8.02 149.02 18 4
Lexington 4,179,205 4,233,625 3,891,374 8.05 143.57 28 5
Reading 2,937,456 2,835,294 2,756,670 8.10 125.89 56 6
Westwood 2,309,888 2,298,851 2,135,755 8.12 154.77 9 7
Andover 4,666,645 5,000,633 4,563,040 8.16 152.64 12 8
Holden 2,178,804 2,180,935 2,054,258 8.17 115.00 98 9
Sudbury 2,789,222 2,965,914 2,589,563 8.19 165.28 5 10

Table 3

continued on page 6
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The lowest-average-bill top 10 commu-
nities, all from western Massachusetts,
in ascending order are Wendell
($60.87), Buckland ($67.08), Mon-
tague ($70.61), Heath ($72.04), Col-
rain ($72.54), Royalston ($72.82), Or-
ange ($73.74), Erving ($73.97),
Middlefield ($74.24) and Cumming-
ton ($74.96).

The 10 communities with the highest
average motor vehicle excise tax bills,
all of them commuter communities, in
descending order are Weston
($207.85), Dover ($187.16), Wellesley
($180.11), Lynnfield ($165.49), Sud-
bury ($165.28), Southborough
($162.77), Sherborn ($159.23), Box-
ford ($157.90), Westwood ($154.77)
and Brookline ($154.37). ■

Motor Vehicle Excise Revenue continued from page 5

Motor Vehicle Excise — Highest Average Bill
Rank in Rank in

CY2007 avg. avg. bill vehicle
Municipality FY05 actual FY06 actual FY07 actual vehicle age Avg. bill (high to low) age

Weston 2,231,627 2,424,150 2,295,515 8.27 207.85 1 337
Dover 1,153,757 1,252,375 1,112,783 8.89 187.16 2 279
Wellesley 3,982,884 4,278,251 4,061,254 8.36 180.11 3 334
Lynnfield 1,967,215 1,982,493 2,084,551 8.25 165.49 4 338
Sudbury 2,789,222 2,965,914 2,589,563 8.19 165.28 5 342
Southborough 1,792,140 1,918,873 1,758,885 7.98 162.77 6 349
Sherborn 736,899 761,141 707,271 9.00 159.23 7 264
Boxford 1,473,343 1,526,173 1,399,843 8.52 157.90 8 320
Westwood 2,309,888 2,298,851 2,135,755 8.12 154.77 9 345
Brookline 5,314,315 5,456,912 4,691,252 8.65 154.37 10 302

Table 4

Motor Vehicle Excise — Lowest Average Bill
Rank in Rank in

CY2007 avg. avg. bill vehicle
Municipality FY05 actual FY06 actual FY07 actual vehicle age Avg. bill (low to high) age

Wendell 78,829 74,502 71,140 10.02 60.87 1 132
Buckland 174,550 172,077 157,382 10.57 67.08 2 71
Montague 690,721 711,979 622,330 11.17 70.61 3 39
Heath 74,094 77,735 69,278 11.65 72.04 4 20
Colrain 166,354 163,403 153,226 11.33 72.54 5 32
Royalston 139,708 135,738 128,754 10.51 72.82 6 76
Orange 692,236 654,606 621,260 11.09 73.74 7 43
Erving 145,131 149,699 134,009 11.13 73.97 8 41
Middlefield 69,823 58,759 52,413 11.70 74.24 9 19
Cummington 98,545 90,264 85,684 10.91 74.96 10 55

Table 5

Motor Vehicle Excise
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Mark Your Calendars
The New Officials Finance Forum
will be held on Thursday, June 11,
2009 in Worcester at the College of
the Holy Cross. The Bulletin an-
nouncing this training will be issued
mid to late April.

Assessment Administration: Law,
Procedures and Valuations
(Course 101) will be held in August
at the University of Massachusetts,
Amherst. This course is offered
through The Massachusetts Associ-
ation of Assessing Officers (MAAO).
Please visit their website for more
information: www.maao.org.

The location and dates for the Fall
2009 Course 101 have not been es-
tablished. The proposed region is
Middlesex County. The dates and lo-
cation will be finalized in mid June.

“What’s New in Municipal Law”
will be held on Friday, September
25, 2009 at the Log Cabin Banquet
and Meeting House in Holyoke and
Friday, October 2, 2009 at the Lan-
tana in Randolph. The Bulletin an-
nouncing this training opportunity will
be issued in July. If you have any
questions regarding the above infor-
mation, please contact Donna Quinn,
training coordinator, at 617-626-3838
or quinnd@dor.state.ma.us.

Statewide Training and Re-
sources (STAR) Expo. This annual
exposition, sponsored by the Oper-
ational Services Division, will be
held at the Boston Convention &
Exhibition Center on May 21, 2009.
The Division of Local Services will
be conducting a workshop, Central-
izing Municipal Contact Information
for Everyone with the Division of
Local Services (DLS) Local Officials
Directory, at this event. Pre-registra-
tion for the expo as well as any
workshop is required. For more in-
formation, visit the STAR website,
www.mass.gov/STAR. ■

Since Worcester is a quarterly billing
community, we created all of our newly
discovered accounts such that they
would receive preliminary tax bills. Pre-
liminary billing can be used as a tool to
sort out any accounts that are either
overvalued, closed, out of business or
are not the actual owners of the UCC
assets. If an asset does not belong to
the individual issued a preliminary bill
then that taxpayer need not file an
abatement since the tax bill was only
preliminary. Instead the city would
send a corrected bill. This allows the
city to effectively issue a notice and to
the taxpayer that we believe they have
unreported personal property without
creating a situation in which the city

might have to pay out overlay funds for
an abatement.

In fiscal year 2009, our first year using
the UCC database to assist our work
[of Worcester found over $30,000,000 in
new personal property assets through
the use of the UCC website, realizing
approximately $786,000 in new tax
base growth. The UCC search has be-
come an integral part of our personal
property assessment process. We pull
the data once in July and once in Jan-
uary to split the work into two manage-
able functions. I would certainly recom-
mend that all assessing departments
utilize this very effective tool. ■

Personal Property Discovery and UCC continued from page 2

buildings that are eligible for listing on
the State Register of Historic Places or
determined by the local historic preser-
vation committee to be significant in the
history, archaeology, architecture, or
culture of the municipality. If the town
owned library meets that definition of
historic resource, then the community
could expend CPA money to preserve,
rehabilitate or restore the building.

Finally, with regard to the investment of
funds granted in trust to a community,
the general rule is that municipal trust

funds must be invested in the limited
types of financial instruments set forth in
M.G.L. Ch. 44 Sec. 54, unless the donor
authorized or directed other types of
investments. If an individual gave
money in trust to a free public library
which is not a city or town department,
however, then the investment of such
funds would be governed by the gen-
eral principles of trust law, such as
M.G.L. Ch. 180A, and not by M.G.L.
Ch. 44 Sec. 54. ■

Library Trust Funds continued from page 3

City and Town welcomes the 
submission of municipal Best 
Practice articles and ideas. 
To do so please contact us at: 
cityandtown@dor.state.ma.us
or by calling 617-626-2377. 

http://www.maao.org
mailto:quinnd@dor.state.ma.us
http://www.mass.gov/STAR
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SAS 112 defines internal control as a
“process — effected by those charged
with governance, management, and
other personnel — designed to pro-
vide reasonable assurance about the
achievement of the entity’s objectives
with regard to reliability of financial re-
porting, effectiveness and efficiency of
operations, and compliance with appli-
cable laws and regulations.” In the gov-
ernment environment the last few words
are especially important. “Compliance
with applicable laws and regulations”
includes the process designed to en-
sure that applicable state laws and reg-
ulations concerning the expenditure of
funds are followed. In short, a system
of internal control should be designed
and implemented to safeguard assets,
provide timely accurate financial re-
porting and ensure adherence to laws
and regulations.

A “control deficiency exists when the
design or operation of a control does
not allow management or employees, in
the normal course of performing their
assigned functions, to prevent or detect
misstatements on a timely basis.” These
deficiencies can be either deficiencies
in design or deficiencies in operation.
A deficiency in design means a control
does not exist or is not properly devel-
oped to detect errors. A deficiency in
operation means a control exists, but it
is not being properly performed. This
could be due to the fact that the person
performing the control does not have

the authority, qualifications, or is not
properly performing the controls and
management is not detecting these
problems in a timely manner.

“A significant deficiency is a control de-
ficiency or combination of control defi-
ciencies that adversely affects the en-
tity’s ability to initiate, authorize, record,
process, or report financial data reliably
in accordance with generally accepted
accounting principles such that there is
more than a remote likelihood that a
misstatement of the entity’s financial
statements that is more than inconse-
quential will not be prevented or de-
tected.” This is a low threshold, and the
Audit Standard Board will be amend-
ing the definition very soon.

“A material weakness is a significant
deficiency, or combination of significant
deficiencies, that results in more than a
remote likelihood that a material mis-
statement of the financial statements
will not be prevented or detected.”

What are the consequences of a mate-
rial weakness? Reporting errors in fi-
nancial statements can lead to mis-
takes in decision-making. Errors can
leave an organization open to loss of
assets, such as cash. External agen-
cies, such as bond-rating agencies,
grantor agencies and lending institu-
tions may lose confidence in the com-
munity to meet its obligations; and loss
of voter confidence.

What can be done about material weak-
nesses? First, management must take
material weaknesses seriously. Man-
agement can almost always address
material weaknesses without significant
additional resources. Usually, a re-
assignment of duties can address the
deficiency. Management should know
and continually evaluate the control
environment which processes financial
transactions. Staffing is very important.
Management should ensure that the fi-
nancial staff have the qualifications to
perform their functions.

In summary, SAS 112 brings a new
transparency to the audit process and
reporting on the control environment.
Management should take this opportu-
nity to review systems and ensure their
ability to accurately report financial ac-
tivity and safeguard assets. ■

Editor’s note: Statement on Auditing Standards
(SAS) 115 changes the terminology of the stan-
dards to conform with the language of standards
issued by the Public Companies Audit Oversight
Board. This standard would be required for all
audits in Massachusetts, commencing with
fiscal year 2011. However, Generally Accepted
Government Auditing Standards (which auditors
are required to follow for the audit of govern-
ments) have not been revised to conform with SAS
115. Therefore, auditors are required to comply
with SAS 112 for fiscal years 2009 and 2010.

New Impacts on Audits for Local Governments continued from page 1
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April 1

Collector: Mail 2nd Half Semi-Annual
Tax Bills. In communities using a regular
semi-annual payment system, the 2nd half
actual tax bill, or the actual tax if an op-
tional preliminary bill was issued, should
be mailed by this date.

Taxpayer: Deadline for Payment of Semi-
Annual Bill without Interest. According
to M.G.L. Ch. 59, Sec. 57C, this is the
deadline for receipt of the actual tax pay-
ment in communities using the annual pre-
liminary tax billing system on a semiannual
basis, unless the bills were mailed after
December 31. If mailed after December
31, payment is due May 1, or 30 days after
the bills were mailed, whichever is later.

May 1

Taxpayer: Deadline for Payment of
Semi-Annual and 4th Quarterly Tax Bill
Without Interest. According to M.G.L. Ch.
59, Sec. 57, this is the deadline for receipt
of the 2nd half actual tax payment, or the
actual tax payment if an optional prelimi-
nary bill was issued. According to M.G.L.
Ch. 59, Sec. 57C, this is the deadline for
the 4th Quarter tax payment.

Treasurer: Deadline for Payment of 2nd
Half of County Tax.

Accountant/Treasurer: Notification of
Amount of Debt Due in Next Fiscal Year.
As required by M.G.L. Ch. 44, Sec. 28, the
Accountant or Treasurer must notify the
Assessors of all debt due in the next fiscal
year because the municipality is required
to pay its debts, appropriated or not. Since
all debt service must be paid, any debt
service not covered by appropriations is
added to the “Other Local Expenditures”
category, found on page 2 of the Tax Re-
capitulation Sheet. It is important that the
Assessors have this information in order to
avoid setting a tax rate lower than required
and raising insufficient revenue to cover
the municipality’s expenditures.

June 1

Clerk: Certification of Appropriations.
This is done after City/Town Council or
Town Meeting so the Accountant may set
up accounts for each department in the
municipality.

Assessors: Determine Valuation of
Other Municipal or District Land. In
certain communities where land is owned
by another community or district, the value
of the land is determined by the Assessors
in the year following a revaluation year, for
in-lieu-of-tax payments.

DOR/BLA: Notification of SOL Valuations.

June 10

DOR/BLA: Public Hearing on Proposed
SOL Valuations.

June 15

DOR Commissioner: Determines and
Certifies Pipeline Valuations.

Assessors: Deadline for Appealing
Commissioner’s Telephone & Telegraph
Valuations.

Assessors: Make Annual Preliminary Tax
Commitment. The preliminary tax commit-
ment must be based on the prior year’s net
tax on the property and may not exceed,
with limited exceptions, 50% of that amount.
This should be done early enough for the
annual preliminary quarterly or semi-annual
bills to be mailed by July 1.

June 20

Assessors: Final Date to Make Omitted
or Revised Assessments. As required
by M.G.L. Ch. 59, Sections 75 and 76, if
a property is inadvertently excluded or
mistakenly under-assessed on the warrant
for property taxes, it is the Assessors’ role
to correct the mistake and assess the prop-
erty correctly. Such an assessment may
not be made later than June 20 of the tax-
able year or 90 days after the date the tax
bills are mailed, whichever is later.

June 30

State Treasurer: Notification of Quarterly
Local Aid Payments Before June 30.

Assessors: Overlay Surplus Closes to
Surplus Revenue. Each year, any balance
in the overlay reserve accounts in excess
of the remaining amount of the warrant to
be collected or abated in that year, is certi-
fied by the Assessors. The transfer from
overlay reserves to the overlay surplus is
done on the Assessors’ initiative or within
10 days of a written request by the chief
executive officer. Once in overlay surplus,
these funds may be appropriated for any
lawful purpose. Any balance in the overlay
surplus at the end of the fiscal year shall
be closed to surplus revenue and, eventu-
ally, free cash.

Assessors: Physical Inventory of all
Parcels for Communities that Accepted
M.G.L. Ch. 59, Sec. 2A(a).

Assessors: Submit Annual Report of
Omitted or Revised Assessments.

Assessors: Last Day to Submit Re-
quests for Current Fiscal Year Reim-
bursements of Exemptions Granted
Under the Various Clauses of Ch. 59,
Sec. 5. If an exemption is granted to a resi-
dential property owner, the property tax is
lowered, and the city or town collects fewer
tax revenues than anticipated. These ex-
emptions are partially reimbursed by the
state as indicated under “Payments for
Loss of Taxes,” section B of the Cherry
Sheet. It is the responsibility of the Asses-
sors to submit all exemptions to DOR so
that the community may be reimbursed for
statutory exemptions. If the Assessors fail
to submit a request, the town’s loss of tax
revenues will not be offset by exemption
reimbursements from the state. These
reimbursements may not be filed retro-
actively for any year.

If tax bills are mailed late, assessors may
submit requests for reimbursement until
August 20. ■

Municipal Fiscal Calendar

City & Town
City & Town is published by the Massachusetts
Department of Revenue’s Division of Local
Services (DLS) and is designed to address
matters of interest to local officials.

S.J. Port, Editor

Marilyn Browne, Editor Emeritus

Editorial Board:
Robert Nunes, Robert Bliss, Zachary Blake
and Amy Januskiewicz

To obtain information or publications, contact the
Division of Local Services via:
• website: www.mass.gov/dls
• e-mail: cityandtown@dor.state.ma.us
• telephone: 617-626-2377
• mail: PO Box 9569, Boston, MA 02114-9569

Please remember to
update the online Local
Officials Directory so
that both municipal
and state officials
have accurate contact
information.

https://dlsgateway.dor.state.ma.us/gateway/Public/WebForms/Directory/BasicSearch.aspx
https://dlsgateway.dor.state.ma.us/gateway/Public/WebForms/Directory/BasicSearch.aspx
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