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wages for state income tax withhold-
ing, unemployment compensation or
workmen’s compensation purposes.
Participants are still employees for mu-
nicipal tort liability purposes, however.

Abatements earned under the program
are credited directly to a senior’s actual
tax bill and charged to the overlay ac-
count. The department supervising the
senior’s volunteer services certifies to
the assessors the amount of money
earned for services, as of the time the
actual tax for the fiscal year is commit-
ted. The actual tax bill is then issued for
the full year’s tax, with the reduction
shown on the bill as an abatement

credit against the total tax. A copy of the
certification must also be sent to the se-
nior before the actual tax bill is issued.

Taxpayers may receive abatements
under the work-off program in addition
to any personal or residential exemp-
tions they qualify for under other stat-
utes. They may also defer the balance
of their taxes if they are eligible to do so.

To implement the new abatement op-
tion, a community must first accept
M.G.L. Ch. 59 § 5K by vote of town
meeting, town council or city council,
with the mayor’s approval if required by
law. After acceptance, the board of se-
lectmen, town council or mayor with
approval of the city council may imple-
ment a senior work-off program. The
municipality should establish, prefer-
ably through by-law or ordinance, con-
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Over the past few years a number of
communities have instituted programs
to assist senior citizens in paying their
local property taxes. Under these “work”
programs, cities and towns appropriate
funds to employ seniors who perform
needed work for the community at an
hourly rate. Typically, these programs
establish eligibility criteria seniors must
meet to participate, and fix the hourly
rate and total earnings paid. Instead of
giving the seniors a paycheck, how-
ever, the treasurer issues vouchers for
their net earnings. Seniors then take the
vouchers to the collector’s office to have
them applied against their outstanding
property taxes, or other municipal
charges such as water or sewer bills.
Alternatively, upon joining the program
the seniors agree to have their net
earnings credited directly to their bills.
These programs have proved popular,
but participating seniors do not receive
an abatement or exemption. They are
employees receiving earned income.

In order to address any state tax, mini-
mum wage or other employment issues
raised by these programs, the Legisla-
ture recently enacted a local option
abatement for seniors patterned after
their operation.1 Under the new option,
participating taxpayers volunteer their
services to the municipality in exchange
for an actual abatement of their tax bills.
Taxpayers, who must be over 60 years
old, are credited at an hourly rate that
cannot exceed the state’s minimum
wage for their services. That wage rate
is $6 an hour effective January 1, 2000,
and is scheduled to increase to $6.75
effective January 1, 2001. They may
earn a maximum property reduction of
$500 per fiscal year. The amount of the
reduction is not considered income or
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sistent rules and procedures for the pro-
gram. Since any abatement must be
credited to the actual tax bills, com-
munities planning to implement the pro-
gram for fiscal year 2001 should ac-
cept the statute and establish program
rules this spring.

Program rules should establish age, in-
come, domicile and other eligibility
standards the community considers ap-
propriate for ensuring that the intended
seniors benefit. A municipality may also
want to establish a cap on its overlay
exposure by limiting the number of se-
niors that may participate annually. The
rules might also give responsibility for
coordinating the program to a particu-
lar board or officer, or place limits on
department heads for enlisting senior
volunteers.

The rules should also set the hourly
rate to be used in determining the
abatements. That rate cannot be more
than the state minimum wage. It should
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Assessors credit earned
abatements directly
to seniors’ tax bills.

continued on page seven ➡
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Privatization Law
Resists Court
Challenge
The Supreme Judicial Court ruled in
February 2000 that the State Auditor did
not exceed his authority when he ob-
jected to an MBTA contract with a pri-
vate firm for the cleaning and mainte-
nance of bus shelters. The decision is
Massachusetts Bay Transportation Au-
thority v. Auditor of the Commonwealth.1

In order to raise revenue, the MBTA
decided to allow a private company to
place advertising on 198 MBTA bus
shelters. The MBTA’s invitation for bids
also required the successful bidder to
clean, maintain, and if necessary re-
place the shelters, work ordinarily per-
formed by its own employees. Since the
MBTA wished to use a private contrac-
tor to provide these services, the
agency was required to submit the pro-
posed contract to the State Auditor for
approval in accordance with M.G.L.
Ch. 7 §§ 52–55. This legislation was
enacted in 1993 to regulate privatiza-
tion contracts since, in the words of the
Legislature, privatization “does not al-
ways promote the public interest.” By
statute, the State Auditor must approve
every privatization contract valued at
$100,000 or more.

In the case at hand, the State Auditor
withheld his approval. The Auditor re-
jected the proposed contract because
the MBTA had not satisfied the requi-
sites of the law. First, the MBTA had not
shown that the proposed contract
costs would be less than the estimated
costs of using MBTA employees for
these services. The Auditor noted that
the MBTA and the proposed vendor
had derived their cost estimates using
different numbers of bus shelters. Sec-
ondly, the MBTA had failed to furnish

certificates of good standing from the
IRS and the Department of Revenue
for the proposed vendor’s subcontrac-
tor. The privatization law expressly re-
quires demonstration that a bidder has
historically complied with relevant state
and federal statutes.

The MBTA immediately filed suit in the
superior court on statutory and consti-
tutional grounds. In its pleadings, the
MBTA alleged that the Auditor had not
complied with the terms of the privatiza-
tion law. The MBTA also claimed the pri-
vatization law was unconstitutional. The
superior court ruled in favor of the State
Auditor. On appeal, the case came be-
fore the Supreme Judicial Court.

The Supreme Judicial Court first ob-
served that the Auditor, due to an 1855
amendment to the Massachusetts Con-
stitution, was a constitutional officer
elected by the public whose authority
could not be reduced by statute. The
Legislature, however, could grant addi-
tional statutory powers to a constitu-
tional officer. Such was the case here
where the Legislature entrusted the Au-
ditor with review of proposed privatiza-
tion contracts. According to the court,
the Legislature contemplated that the
Auditor would use good judgment and
discretion in his contract review.

At issue was the power of the Auditor to
reject a privatization contract that, in his
view, did not meet the tests set forth in
the law. The court stated that the stan-
dard of review was whether the Auditor
had made a substantial error that mate-
rially affected the rights of the parties.
Under the facts presented, the court
wrote that the MBTA failed to demon-
strate that the proposed vendor’s costs
were less than the cost of having the
MBTA’s employees perform the work,
since the cost estimates were not
based on the same number of bus
shelters. Furthermore, the vendor had

not shown historic compliance with fed-
eral and state statutes. In the court’s
view, the Auditor had acted reasonably
and had not abused his discretion in
rejecting the privatization plan.

The Supreme Judicial Court then
turned to the constitutional argument.
The MBTA alleged that the privatization
statute impermissibly allowed the Audi-
tor to overrule decisions of an agency
within the executive branch. The court
ruled, however, that the MBTA was not
a proper party to bring the claim. The
MBTA lacked standing since state
agencies, as a general rule, may not
challenge the constitutionality of a state
statute. The court declined to extend its
finding in LaGrant v. Boston Housing
Authority.2 In LaGrant, the Supreme Ju-
dicial Court had held that the Boston
Housing Authority had standing to
argue that the retrospective effect of a
legislative act constituted a legislative
encroachment on the judicial branch of
government. Unlike the situation in La-
Grant, both parties in this lawsuit were
within the executive branch. Although
the MBTA lacked standing, another
plaintiff could legally challenge the con-
stitutionality of the privatization legisla-
tion. In the court’s view, a private firm
that is denied a contract might have
standing to challenge the constitution-
ality of this legislation. Alternatively, 24
taxable inhabitants of the Common-
wealth would also have standing to
bring suit under M.G.L. Ch. 29 § 63.

Accordingly, the Supreme Judicial Court
held that the Auditor had not abused
his discretion in rejecting the proposed
contract. No decision, however, was
made regarding the constitutionality of
the privatization law. ■

written by James Crowley

1. 430 Mass. 783 (2000).
2. 403 Mass. 328 (1988).
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More Than Half of
Communities Now
Use Quarterly Bills
Although Massachusetts General Laws
provide for semi-annual tax bills, Mass-
achusetts’ communities have an option
that allows for the use of quarterly tax
bills.1 This local option enables cities
and towns to collect the property tax
four times a year instead of twice, in-
creasing interest earnings and reduc-
ing borrowing costs. With semi-annual
billing, property tax bills are mailed
twice a year, ideally October 1 and
April 1. Taxes are collected twice a year
with November 1 and May 1 the statu-
tory due dates. In reality, many tax bills
are mailed late, with some but not all
delays attributable to revaluation. Com-
munities with quarterly tax bills mail two
preliminary bills by July 1 and the two
actual bills by December 31.2 They re-
ceive payments four times a year due
on the first of August, November, Febru-
ary and May. The first two payments are
equal to one half of the prior year’s bills
with limited exceptions. The prior year’s
net tax may be adjusted to reflect the
annual 2.5 percent tax increase al-
lowed under Proposition 21⁄2 and any
tax increase attributable to approved
overrides or exclusions. The final two
quarters represent the actual tax pay-
ments owed minus the first and sec-
ond payments.

The quarterly billing option became ef-
fective on July 1, 1990. Watertown was
the first Massachusetts municipality to
issue a quarterly property tax bill with
North Reading and Manchester close
behind. Revenue anticipation borrow-
ing among communities using quar-
terly tax bills decreased dramatically in
the first year quarterly bills were imple-
mented. A comparison of revenue an-
ticipation loans for FY1990 and FY1991
for the 36 communities which initially

FOCUS on Municipal Finance

adopted quarterly bills indicated that
such borrowing decreased by 87.5 per-
cent during this time.

By FY1999, the number of communities
using quarterly tax billing had grown to
187. In FY1998, 14 of those communi-
ties issued revenue anticipation notes
(RANS) in a total amount of $18.4 mil-
lion. Only seven issued RANS in
FY1999 in a total amount of $16 million.
In contrast in FY1998, 39 of the 164
communities that retained semi-annual
billing issued $64.1 million in revenue
anticipation notes. In FY1999, 32 com-
munities issued $47 million in RANS. Al-
though there were 23 more communi-
ties with quarterly tax billing than those
on the semi-annual schedule, the com-
munities retaining semi-annual bills is-
sued 3.5 times as much debt in antici-
pation of revenue in FY1998 and three
times as much in FY1999. It is also inter-
esting to note that in FY1999 the quar-
terly communities represented 53 per-
cent of the total number of communities
but 72.8 percent of the total statewide
municipal tax levy, while the semi-an-
nual communities included 46.7 per-
cent of all communities but represented
only 27.2 percent of the total levy.

Most people agree that sending quar-
terly bills involves more work for the
collector’s office, at least initially. We
wondered if spending for collector’s of-
fices in communities with quarterly
billing was higher, as a percentage of
the total budget, than spending in com-
munities with semi-annual billing. To
make the comparison as fair as possi-
ble, we included only communities with
a separate budget for the collector’s
office.3 The information was taken from
FY1998 Schedule A.4 The median per-
centage of the total levy allocated to
the collector’s office for all communities
with a separate collector’s budget was
0.46 percent. In the 113 semi-annual
tax billing communities with separate
collector’s budgets, the median collec-

tor’s budget as a percentage of the total
budget was 0.49 percent. For the 102
communities with quarterly billing in-
cluded in this analysis, the median per-
centage of collector’s budget as a per-
centage of the total budget was 0.42
percent — slightly less than the median
for semi-annual communities. Of more
interest, 69 percent of the communities
retaining semi-annual billing have a
separate collector’s budget. Only 54.5
percent of the quarterly billing commu-
nities have a separate collector’s bud-
get. Combined offices may have more
staff to deal with the peaks in the work-
load caused by quarterly billing. Also,
if not separate, the collector’s function
is usually combined with that of the
treasurer. Perhaps a collector/treasurer
has a different perspective in evaluat-
ing the benefits to cash flow generated
by quarterly billing versus the negative
of the extra work involved.

Since Southampton adopted quarterly
billing as of FY1999, they were included
as semi-annual in the FY1998 analysis.
They borrowed $900,000 in RANS in
FY1998 and nothing in FY1999. North-
ampton and Canton have adopted
quarterly billing beginning in FY2000,
but were semi-annual in the time pe-
riod discussed in this article.

The towns of Dennis and Plympton
adopted quarterly billing but, after a trial
period, returned to semi-annual billing.
Carolyn Northon, Tax Collector for
Plympton, says that she was not given
any additional staff to implement the
quarterly system. She found that “There
was no down time to catch up. We
were still sending demand notices for
one fiscal year when it was time to mail
out the first bills for the next year.”
Plympton had never borrowed in antic-
ipation of revenue, so the town meeting
supported the return to semi-annual
bills. Eric Kinsherf, Treasurer/Collector
for the Town of Dennis, was in another
continued on page six ➡
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Quarterly Tax Bills
➡ continued from page three

community when the changes to Den-
nis’s billing system occurred. He un-
derstands that there were problems
because of the lack of staff to deal with
the additional billing and posting in-
volved with quarterly tax bills, as well
as some problems with their lockbox.
“I have also heard that some of the tax-
payers, especially the business own-
ers, preferred to retain the old system
because it left the money in their bank
accounts rather than those of the
Town,” said Kinsherf.

Quarterly tax bills allow taxpayers to
make smaller payments and provide
them with better assurance regarding
payment due dates. They provide com-
munities with a more evenly distributed
level of income, and the potential to in-
crease investment income and reduce,
if not eliminate, tax anticipation borrow-
ing costs. Although there are definite
benefits to adopting the quarterly sys-
tem, it may not be the right choice for
all communities. However, the potential
advantages dictate that each commu-
nity at least consider the possibility of
adopting the quarterly system. ■

written by Jean McCarthy
data provided by Dora Brown

1. M.G.L. Ch. 59 § 57C.
2. Some communities mail the four bills separately.
3. Sixty-nine percent of semi-annuals and 54.5
percent of quarterly communities are included.
4. Only 235 of the 351 Schedule A are available
in our data base for FY1999.

Commencing with the End of Year
Pupil and Financial Report 1999–2000
(EOYR), the Department of Education
(DOE) will be issuing a Compliance
Supplement for municipal auditors to
use as part of the annual municipal
and A-133 audit. Currently, DOE regu-
lations require that every school district
shall, within nine months of the close of
its fiscal year, arrange for and undergo
an independent audit of its financial
records and submit the audit report to
DOE. Further, this requirement shall be
satisfied if the school district’s records
are audited as part of a general audit
of all municipal financial records. Most
municipalities and school districts utilize
the general audit to satisfy the school
district financial audit requirement;
however, many public accounting firms
do not perform a detailed review of the
EOYR, which is the primary financial
report submitted to DOE by school dis-
tricts. To assure the accuracy, reliabil-
ity, and consistency of the data in the
EOYR, DOE has developed the Com-
pliance Supplement.

The Compliance Supplement consists
of three parts: (1) Introduction and
Scope; (2) Audit Objective, Suggested
Audit Procedures, and Reporting Com-
pliance Requirements; and (3) Report-
ing. The purpose of the Compliance
Supplement is to provide guidance in
the conduct of an independent audit for
managing and reporting financial and
non-financial information the school dis-
trict is required to report on the EOYR.
The objectives of the Compliance Sup-
plement are to determine whether:

• Financial data reported on all EOYR
schedules are traceable to the detail
contained in the municipal or district
accounting ledgers or records or to a
documented methodology;

• Non-financial data reported on all
EOYR schedules are traceable to the
district’s records or to a documented
methodology;

• There are documented methodolo-
gies supporting the financial and other
reported information contained in these
schedules, whether these methodolo-
gies were followed, and whether the
methodologies are reasonable; and

• Internal controls exist to provide rea-
sonable assurance that the revenues,
expenditures, and other data are ac-
counted for consistent with DOE regu-
lations and guidelines.

The Compliance Supplement require-
ments, objectives, and procedures are
intended to be consistent with the ob-
jectives and requirements of Part 3,
Compliance Requirement L, Reporting
Requirements of the April 1999 OMB
A-133 Compliance Supplement. The
DOE Compliance Supplement is writ-
ten with the understanding that the in-
ternal control systems for the school
district EOYR financial and other re-
ported data are subject to the same
tests as other municipal data.

During January and February, the
Compliance Supplement has been
pilot tested by five independent public
accounting firms in 11 school districts.
These school districts are representa-
tive of the school districts across the
Commonwealth and include urban,
suburban, regional and regional voca-
tional school districts. In March and
April DOE will review the results of the
11 pilot tests and revise the Compli-
ance Supplement for clarity and other
changes resulting from the pilot tests.
By May, DOE plans to have the Compli-
ance Supplement ready for the FY2000
EOYR audit and will promulgate the
Compliance Supplement to indepen-
dent public accounting firms who per-
form municipal audits. DOE also plans
to conduct training and orientation ses-
sions for public accounting firms in
June/July. ■

End of Year Pupil and Financial Report

Special thanks to Debbie DePerri
Ferlito, who provided the data for
the Focus articles in the February
and March 2000 issues of City
& Town; and to Medi Ba for his
assistance on the March 2000
City & Town Focus article.
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Financial Management
Assistance Program
Does your municipality need assist-
ance to address difficult financial man-
agement issues or cope with a specific
fiscal problem? The Division of Local
Services offers financial management
consulting services that draw upon our
many fields of expertise. The Division
has completed over 200 projects for a
wide range of cities and towns, result-
ing in comprehensive, written reports
with results-oriented and practical
recommendations.

The Division offers two basic ap-
proaches to financial management as-
sistance to cities and towns. The first,
the financial management review, is an
assessment of the overall financial op-
erations of the community, including a
review of the financial offices, the bud-
get process, and capital planning. In
the second approach, the Local Serv-
ices’ staff focuses on a particular
problem identified by the local officials.
Examples include costing municipal
services, revenue and expenditure
forecasting, and analyzing specific fi-
nancial problems. For more information
on the Divisions’ financial management
assistance program please call Rick
Kingsley at (617) 626-2376.

Sewer Rate Relief
Distributed
For fiscal year 2000, 129 communities
will receive a total of $58.9 million in
sewer rate relief. This is a 12.8 percent
increase from last year. The total distrib-
uted has increased each year for the
past seven years. The bulk of the sewer
relief aid, $48.9 million, will be shared
by 52 communities within the Mass-
achusetts Water Resources Authority.

The South Essex Sewerage District will
receive $2 million for its six member
communities. The remaining $8 million
will be distributed among 94 cities,
towns and commissions, including 13
communities that will receive aid for
the first time: Amesbury, Auburn, Ayer,
Grafton, Holden, Manchester, Millbury,
Otis, Randolph, Rutland, Walpole, West
Boylston and Westborough. The Upper
Blackstone Water Pollution Abatement
District with six member communities
is also a first time recipient.

The Commonwealth Sewer Rate Relief
Fund was established in 1993 to pro-
vide assistance to mitigate sewer rate
increases especially for the MWRA
service area because of the federal
court-ordered Boston Harbor clean-up
project. Construction of the new waste-
water treatment facility on Deer Island
in Boston Harbor is now approximately
98 percent complete. Significant future
projects include completion of the treat-
ment plant and outfall tunnel, as well as
addressing pollution caused by com-
bined sewer overflows. The MWRA is
also constructing a new 18-mile water
supply tunnel to provide a necessary
back up for the Hultman Aqueduct that
has been operating since the 1940s.
Over the years the program has ex-
panded to cover sewer related costs
for communities throughout the state.
This year the Town of Otis will receive
funds to offset the cost of constructing
a sewer system for the village center.

The Legislature appropriated
$53,914,000 for sewer rate relief in the
FY2000 state budget. Balances from
prior year appropriations along with the
current appropriation actually provide
over $67 million for payment of the
FY2000 awards.

Teachers’ Pay Deferral
The Legislature authorized the deferral
of teacher’s summer pay in FY1992
and in FY1993. Communities and dis-
tricts could roll over the cumulative
amount of their deferrals until 1997,
when they had to begin to amortize the
deferrals by raising at least one-fifteenth
of the total deferral amount each year,
in their tax rates or regional budgets,
until the amount deferred is completely
amortized.

Seventy-five cities and towns have uti-
lized Teachers’ Pay Deferral, deferring
more than $75 million. To date, 39 have
raised the entire amount they deferred,
and 23 have raised substantial amounts.
Only 13 have chosen to raise the mini-
mum required. ■

DLS UPDATE

Abatement Program
➡ continued from page one

probably be no lower than the federal
minimum wage in the event participants
are not considered exempt volunteers
under the federal Fair Labor Standards
Act. The federal minimum wage is cur-
rently $5.15 per hour.

For further information about imple-
menting this new option, please refer to
Informational Guideline Release 00-201,
Senior Citizen Property Tax Work-Off
Abatement, which was issued in Janu-
ary to assessors and other officials. ■

1. M.G.L. Ch. 59 § 5K.
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City &Town
City &Town is published by the Massachusetts
Department of Revenue’s Division of Local Serv-
ices (DLS) and is designed to address matters
of interest to local officials. DLS offers numerous
publications on municipal law and finance, avail-
able by calling (617) 626-2300, or through the
DLS website at www.state.ma.u s/dls or by
writing to PO Box 9490, Boston, MA 02205-9490.
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Municipal Fiscal Calendar
May 1
Taxpayer: Deadline for payment of semi-annual and quarterly tax bill without
interest.

Treasurer: Deadline for payment of second half of county tax.

Accountan t /Treasurer: Notification of amount of debt due in next fiscal year.

May 15
Treasurer: Third quarterly reconciliation of cash (due 45 days after end of
quarter).

Mark Your Calendars — Opportunities for Training
Classification T raining W orkshops will be held in conjunction with Course 101
in Room 201, Melville Hall, Berkshire Community College on Wednesday, May 3,
2000, and in the first floor conference room, 51 Sleeper Street in Boston on Tues-
day, May 9, 2000, from 7:00 p.m. to 8:30 p.m.

The New Officials Finance Forum will be given on Friday, June 2, 2000, at the
Ramada Inn, 624 Southbridge Street, Auburn from 8:45 a.m. to 3:00 p.m.

Contact Barbara LaVertue, Coordinator of Training, at (617) 626-2340 for more
information. ■

DLS Releases
Preliminary FY2001
Cherry Sheets
The Division of Local Services has re-
leased preliminary FY2001 Cherry
Sheets to each city, town and regional
school district based on the proposed
appropriations in the Governor’s
FY2001 state budget proposal (House
1A). These preliminary numbers in-
clude detailed estimated receipts and
assessments for FY2001 and should
be useful for budget planning pur-
poses. Additional copies of municipal
and regional preliminary FY2001
Cherry Sheets can be found on the
Local Services’ website, listed below.
As always, once the FY2001 state bud-
get is final, we will issue final FY2001
Cherry Sheets that should be used for
setting municipal tax rates. ■

Where in Massachusetts?
Do you know where to find:

1. Bigelow Hollow?

2. Sheldonville?

3. Long Neck?

4. Hasting’s Heights?

Answers: 1. North Brookfield; 2. Wrentham; 3. Truro; 4. Holyoke. ■


