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What is an Enterprise Fund?

• Enterprise funds established under G.L. c.44, §53F½ (1986)

• Provide accounting framework for municipal services with fees, similar to 
private business

• Separates revenues and expenses from general fund

An enterprise fund is NOT an autonomous entity, but a department of a 
city or town



 
Adopting/Rescinding an Enterprise Fund
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• Adopted by city/town legislative body vote:

 “To see if the (city or town) will accept the provisions of Chapter 44, § 53F½ of 
the Massachusetts General Laws establishing (the service) as an enterprise 
fund effective fiscal year (year).”

• Each enterprise fund requires separate vote

• Commences at start of fiscal year (usually July 1)

• Minimum operation: 3 years before rescission allowed
 “To see if the (city or town) will revoke the provisions of Chapter 44, § 53F½ of the 

Massachusetts General Laws, ceasing (the service) as an enterprise fund effective fiscal year 
(year).”



 
Why Adopt an Enterprise Fund?
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• Identifies total service cost (direct, indirect, capital)

• Provides management information on revenues, expenses, performance

• Retains surplus and investment income within the fund
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Eligible Services

• Utilities: water, sewer, stormwater, trash disposal

• Cable TV public access

• Health care: ambulance, hospitals, nursing homes

• Recreation: skating rinks, pools, golf courses, beaches

• Transportation: airports, docks, wharves.
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Enterprise Fund Budget – Revenues, Available Funds, Expenses

• Proposed annually by March 1; subject to appropriation process

• Revenues: user charges, rentals, grants, investment income

• Available funds: retained earnings, premiums, assessments, stabilization

• Expenses: salaries, operations, capital outlay, indirect costs
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Why would you complete tax rate recap form A-2?

• If your community voted an enterprise fund under 44:53 F1/2 for an 
eligible service voted to begin in the fiscal year’s tax rate that is being 
set, you would complete the form A-2 for that enterprise fund.
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Enterprise Funds – Key Concepts

• Retained Earnings
• Indirect Costs
• General Fund Subsidy
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Enterprise Fund Budget – Retained Earnings

What are “Retained Earnings”? 

• Retained earnings are the free cash of the enterprise fund
• May be appropriated for any legal purpose related to the enterprise fund 

only
• Cannot be expended until certified at the same time free cash is certified
• Expire at June 30 of the next fiscal year end, just like free cash

 



 

 
Enterprise Fund Budget – Indirect Costs

Indirect Costs:

Costs fully appropriated in the general fund budget but reimbursed by the enterprise fund to the general fund 
for the enterprise fund’s share of those costs

Examples:
➢ Accountant’s, collector/treasurer’s, town manager’s salary attributable to accounting for the 

enterprise fund
➢ Health insurance costs for enterprise fund employees
➢ Debt service
➢ Information technology (IT) infrastructure and support
➢ Property and vehicle liability insurances
➢ Legal services
➢ Independent audit services
➢ Actuarial services related to other postemployment benefits
➢ Other costs that may be agreed to and documented

A determination of these costs is necessary to analyze the total cost of service delivery. 
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Enterprise Fund Budget – Indirect Cost Methodology

Indirect Costs - Methodology:

1. Actual cost – Identify the concrete costs attributable to the enterprise operation 
based on documented schedules or bills payable, including debt service and 
insurance premiums. Among items applicable under this method are personnel 
benefits, like health and life insurances plans, as well as Medicare costs.

2. Proportional - Calculate the enterprise program’s net-of-debt budget as a 
percentage of the total combined net-of-debt budget of that program and the 
general fund. Then apply the percentage calculated for the enterprise against the 
total budget (including employee benefits) of each non-enterprise department that 
provides support to it or against the total cost of a specific type of expenditure. 
Appropriate examples of the latter would include contributory retirement, IT, and 
annual audits.
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Enterprise Fund Budget – Indirect Cost Methodology

Indirect Costs - Methodology:

3. Estimate of support - Apportion estimated work hours spent by non-enterprise 
department personnel in support of the enterprise. Let’s say, for example, the town 
accountant estimates she spends an average of three hours weekly, or 10 percent 
of her time, working on enterprise transactions (e.g., bookkeeping, processing 
warrants payable, etc.). Apply this percentage against the town accountant’s salary 
and benefits.

4. Transaction-based – Quantify the actual number of transactions attributable to the 
enterprise service and translate it to a percentage of a whole. An example would be 
the total number of water bills processed by the collector’s office as a percentage of 
the total number of all types of collections processed by that office. Apply this 
percentage against the collector office’s total personnel budget.
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Enterprise Fund Budget – Indirect Cost Methodology

Indirect Costs - Methodology:

3. Estimate of support - Formula

 Indirect
X Accountant = Departmental 

personnel budget Salaries

Accountant hours spent on 
enterprise activities per year

Accountant's total
working hours per year
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Enterprise Fund Budget – Indirect Cost Methodology

Indirect Costs - Methodology:

4. Transaction-based – Formula

Indirect
X Collector's office = Departmental 

personnel budget Salaries

# of sewer collections processed
by collector's office

# of all collections processed
by collector's office
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Enterprise Fund Budget – Indirect Costs – Final Thoughts…

Indirect Costs

Whatever method is used to calculate indirect cost should be 
documented (policy developed) and consistent.
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Enterprise Fund Budget – General Fund Subsidy

General Fund Subsidy :

• Enterprise funds do not, by law, have to be self-supporting.

• The municipality may choose to support an enterprise fund when enterprise revenues 
are insufficient to support the enterprise fund budget.  This is called a general fund 
subsidy.

• The general fund subsidy is an amount of money appropriated for the enterprise fund 
budget from taxation or any available fund, such as:

➢ Free Cash
➢ Stabilization
➢Overlay surplus

• A general fund subsidy must be appropriated by a vote of the legislative body.
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Completing the A-2 – Who completes this form?

• May vary in each municipality
• Generally the accountant
• Must be signed by the accounting officer
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Where do you find the form A-2?

Log in here

dlsgateway@dor.state.ma.us
For user account/Gateway technical issues

mailto:dlsgateway@dor.state.ma.us
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Where do you find the form A-2?
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Completing the A-2 – Where does the information come from?

The information to complete the form A-2 of the tax rate recap 
comes from two places:

• The vote of the legislative body taken at annual town meeting and 
any other appropriation votes taken subsequent to the setting of 
the last annual tax rate. These belong on the A-2, column (b).

• The prior year-end revenue ledger for the applicable enterprise 
fund. These belong on the A-2, column (a).
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Completing the A-2 – Where does the information come from?

A

C
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Completing the A-2 – Where does the information come from?

A
B

C

D
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Completing the A-2 – Where does the information come from?

A

C

Also, there was a $50,000 transfer 
between two budget line items in the 
Water Enterprise Fund.

A and E
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Completing the A-2 – Where does the information come from?

Sum C
Sum D

• Actual revenues come from the general ledger for the year 
just closed.

• Revenues in both column (a) and (b) should be shown on 
the appropriate line, not as one amount on the user fee 
line.

• All votes taken after the last tax rate was set belong in 
column (b) for both revenues and costs appropriated.

Sum E
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Completing the A-2 – Where does the information come from?

We need:
• Copy of the vote to 

increase the rates
• Date of the vote
• Effective date of the rate 

increase
• Explanation for any usage 

increase
• Upload this spreadsheet 

and the above information 
to the A-2
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Completing the A-2 – Where does the information come from?

Sum of A

200,000.00 

150,000.00 

650,000.00 

1,000,000.00 

Sum of B

The budget should be 
broken out into its 
separate categories.

The indirect costs should 
be broken out into their 
separate categories.
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Completing the A-2 – Where does the information come from?

Total revenues equal total 
costs.  In this scenario, there is 
no general fund subsidy.
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Completing the A-2 – Where does the information come from?

Although the total costs are 29,465,314, this section is asking for the sources of 
funding for costs appropriated in the enterprise fund only.  Therefore, the amount 
here is 27,465,314.  This amount must match the total in part 2a. 

The total of this section is the amount that will carry to recap page 4, column (f) 
“From Enterprise Funds”.
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Completing the A-2 – Where does the information come from? – General Fund Subsidy
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Completing the A-2 – Where does the information come from? – General Fund Subsidy

A Subsidy needs be 
voted

In this case, the 
total of section 4 
does not go to 
recap page 4, 
column (f). Only the 
705,650 goes to 
page 4 column (f).  
The 597,000 is 
already included on 
recap page 4, 
column (b) “Raise 
and Appropriate.”
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Completing the A-2 – Where does the information come from?

Accountant’s signature goes here.

The form A-2 is signed by the accounting officer
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Questions?

Questions?

BOA Field Representative Municipal Assignments

wagnerd@dor.state.ma.us

https://www.mass.gov/info-details/dls-boa-city-town-assignments
mailto:wagnerd@dor.state.ma.us
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