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this major valuation project. The RFR
requires site inspections of reim-
bursable parcels acquired by the state
after 1985. Additionally, BLA plans to
begin a reinspection program of se-
lected parcels acquired prior to 1985.
Appraisers bidding for the contracts
for the inspection and reinspection
projects will bid on a regional basis.
The Department’s intent is to award a
single contract for each of the remain-
ing four regions in central and western
Massachusetts (Worcester, Franklin,
Hampden, Hampshire and Berkshire
Counties). Site visits will begin in
FY2000. As one would expect, these
projected plans are subject to state
budget appropriation.

SOL values are based on the market
value of each parcel. Occasionally, BLA
receives questions from local officials
wanting to know why their land value
per acre is not the same as that of a
neighboring municipality, particularly if
they share a site such as a state park.
If comparable properties are selling for
similar prices in both communities, then
it is fair to expect that the values will be
similar. However, as is often the case,
neighboring communities’ land values
differ, sometimes significantly, for rea-
sons such as one community’s proxim-
ity to transportation, quality of educa-
tion, and amenities reflected in sales
prices and SOL values. BLA will pay
particular attention to sites that overlap
municipalities.

Before vendors begin working in com-
munities, BLA will send a notification
letter to boards of assessors. During
the entire process, particularly the site
inspection and data collection process,
vendors and/or BLA staff will be in close
contact with local officials. Municipal
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Over the next fiscal year, the Depart-
ment of Revenue’s Bureau of Local As-
sessment (BLA) will be estimating the
fair market value of approximately 3,100
state-owned properties.1 Totaling more
than 380,000 acres, these parcels are
located in 255 cities and towns across
the Commonwealth. The valuations will
be used as the basis for state reim-
bursement to municipalities for tax rev-
enues lost because land used for public
purposes is exempt from local property
taxation. Cities and towns receive their
payments for most of these properties
through the Cherry Sheets. For water-
shed land owned by the MDC, there is
a direct reimbursement program. The
valuation date will be as of January 1,
2000, and the BLA will notify communi-
ties of its determination of values no
later than June 10, 2000.

Once every five years BLA values state-
owned land (SOL). The valuation does
not include any improvements to the
properties, such as buildings. Eligibility
for reimbursement is dependent upon
three factors: taxable status prior to
state acquisition, land use, and the par-
ticular state agency owning or “hold-
ing” the land. Properties entitled to
reimbursement on a use basis include
wild life sanctuaries, fish hatcheries and
game preserves. Also, communities re-
ceive payments if the land is held by
certain public institutions such as those
of the Departments of Mental Health,
Mental Retardation, Public Health, and
Environmental Management. In all
cases, the property must have been on
the tax rolls prior to the state’s obtain-
ing title to the land.

The BLA issued a Request for Re-
sponses for professional appraisal
services (RFR) to assist its staff with

State-Owned Land to Be Revalued written by Marilyn H. Browne 

Inside This Issue
Legal
Questions & Answers. . . . . . . . . . . . . 2

Focus
Overlay Reserve. . . . . . . . . . . . . . . . . 3

DLS Update
Has Your Community Complied?. . . . 7
Distribution of Funds . . . . . . . . . . . . . 7

Municipal Fiscal Calendar . . . . . . . . 8
Opportunities for Training . . . . . . . . . 8
Reminder . . . . . . . . . . . . . . . . . . . . . . 8

assistance is critical to a timely and
successful program. Once proposed
values are determined, BLA will notify
cities and towns.

After notification there will be time for
assessors to discuss the values, pre-
sent documentation to support changes
in proposed valuations, and/or formally
appeal the values.

The SOL program was reintroduced as
a separate reimbursement on the
Cherry Sheets in 1993. The FY1993
appropriation of $6.5 million has been
increasing in recent years. Last year,
FY1999, the program was funded at
$12 million, which was 56.2 percent of
full funding, just over the halfway mark.
House 1 is proposing $15 million for
FY2000. BLA preliminary numbers
show that appropriation to be the
equivalent of approximately 69 percent
of full funding. In an outside section of
the 1998 state budget, the legislature
indicated that it intends to increase this
appropriation to achieve full funding by
FY2002. ■

1. M.G.L. Ch. 58 §§ 13–17B; Ch.59, § 5G.
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Q: Are Chapter 121A corporations ex-
empt from local taxes?
A: Yes. Urban redevelopment corpora-
tions are exempt from local real estate
and personal property taxes, better-
ments and special assessments for a
period of 15 years.1 This 15-year period
may be extended to an aggregate of
40 years. A Chapter 121A corporation,
however, is required to pay a calendar
year excise which is equal to (1) five
percent of its gross income from all
sources in the prior calendar year and
(2) $10 per thousand upon the fair cash
valuation of its real and personal prop-
erty. Once the exemption period for the
project has concluded, the subject par-
cel will return to the tax rolls.

Q: What would be the effect on a
community’s levy limit if a parcel were
no longer subject to a Chapter 121A
excise?
A: The community would assess an or-
dinary real estate tax. Proposition 21⁄2
limits the total taxes assessed by a city
or town. The law does provide for tax
base growth which includes the “in-
crease in the assessed valuation of any
parcel of real … property over the as-
sessed valuation of such property, dur-
ing the prior year which shall become
subject to taxation for the first time”2

(emphasis added). Returning any par-
cel previously exempt under Chapter
121A to the tax rolls, in our view, would
increase the city or town’s levy limit.

Q: What should the collector do if per-
sonal property taxes are uncollectible?
A: If the collector is satisfied that any
outstanding personal property taxes
cannot be collected due to death, ab-
sence, poverty, insolvency, bankruptcy
or other inability of the person assessed
to pay, the collector notifies the asses-
sors in writing and under oath, stating
why the taxes cannot be collected.3

The assessors must make due inquiry
and act within 30 days after receipt of
the collector’s notice. The board of as-

sessors may abate the tax in whole or
in part. They certify the amount abated
to the collector, thereby discharging the
collector from any further duty to collect
the tax so abated.

Q: Can a town’s elected officials and
its non-union employees receive retro-
active pay increases?
A: Yes, if certain conditions are satis-
fied. The salary and compensation of
all elected officials must be fixed annu-
ally by vote of the annual town meet-
ing.4 By law, a special town meeting
can revise the salary of an elected offi-
cial by two-thirds vote, but such revi-
sion must take place prior to the setting
of the tax rate for that fiscal year. Any
increase in salary for an elected official
can be retroactive for only one year,
i.e., to the start of the fiscal year in
which the vote is taken. Town meeting
must also fund any increase in salary
to effectuate it.

With regard to non-union, non-school
employees, town meeting by majority
vote can appropriate an increase in
salary, retroactive to the beginning of
the fiscal year, prior to the fiscal year in
which such vote is taken.5 A majority
vote of the school committee, however,
is required to increase salaries of school
department employees for the same
time frame. There must be sufficient
unencumbered funds in the school de-
partment’s operating budget. Other-
wise, a supplementary appropriation
by town meeting is required to cover
the increase.

Q: Is a town meeting vote required to
place a debt exclusion question on the
ballot?
A: No. Although a two-thirds vote of
town meeting is required to authorize
any borrowing, there must be a two-
thirds vote by the local appropriating
authority to place the question of ex-
ceeding the limits imposed by Proposi-
tion 21⁄2 for the purpose of raising funds

for debt service costs on the ballot. In
a town the “local appropriating author-
ity” is the board of selectmen.6 The
debt exclusion referendum question
must then be approved by the majority
of the voters.

Q: A town meeting had adopted
M.G.L. Ch.44 § 53D which establishes
a park and recreation self-supporting
revolving fund. The town made a con-
tract with a local concession firm to
provide food to participants in activities
at the town playground. Under the
terms of the annual contract, the ven-
dor would pay $1,200 in six install-
ments. The first payment was due May
1 and the last payment was due on
October 1. How should the accountant
enter these receipts in the books and
records of the town?
A: M.G.L. Ch. 44 § 53D is a local option
statute which, if adopted, authorizes a
city or town to establish “a revolving
fund which shall be kept separate and
apart from all other monies by the trea-
surer and in which shall be deposited
the receipts received in connection with
the conduct of self-supporting recrea-
tion and park services of said city or
town.” The Property Tax Bureau has
previously interpreted the statute to
mean that proceeds from concessions
and the rental of recreational facilities
could become part of the revolving fund
revenue if generated in connection
with self-supporting activities spon-
sored by the recreation department. In
our view, these vendor payments could
be broadly construed as revenue de-
rived from and associated with the sum-
mer park programs sponsored by the
park and recreation department. Ac-
cordingly, these rent payments from the
concession operator should be depos-
ited in the park and recreation revolving
fund and not be considered local esti-
mated receipts.

LEGAL in Our Opinion

continued on page seven ➡
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Overlay Reserve
Assessors must annually establish an
account, commonly known as the over-
lay, to cover the anticipated abatements
and exemptions for property taxes
levied in that year.1 To establish the ap-
propriate amount, they must evaluate
prior years’ overlay reserve accounts
and any potential liabilities, such as
cases pending at the Appellate Tax
Board. The overlay reserve is not estab-
lished through the normal appropriation
process, but rather the amount needed
is raised on the tax rate recapitulation
sheet. Assessors must try to assure that
the reserve is set at a level sufficient to
provide for abatements and exemptions
in that fiscal year. When the amount of
overlay raised in a given year is insuffi-
cient to cover abatements for that year,
a deficit occurs. This deficit must be
provided for in the next fiscal year on
the tax rate recapitulation sheet.

Generally, assessors know approxi-
mately how much money they will need
to cover exemptions in each year;
however, the amount they will need for
abatements can vary. The amount of
money reserved for certain exemptions
has been declining because fewer
people qualify. For example, the article
on elderly exemptions in the March
1999 issue of City & Town pointed out
that the income restrictions for elderly
exemptions have not been adjusted
since 1986, and the number of exemp-
tions granted declined by 18.6 percent
between FY1992 and FY1998.2

The Bureau of Local Assessment re-
views the proposed real and personal
property values estimated by local
assessors once every three years. His-
torically, there have been more appli-
cations for abatements during these re-
certification years and assessors have
safeguarded against these increases
by allocating larger than usual amounts
to their overlays. City & Town last ana-

FOCUS on Municipal Finance

lyzed overlay reserves in its July 1991
issue. At that time, 73 percent of com-
munities established higher than aver-
age overlay reserve accounts in recer-
tification years. Since then, however,
more and more assessors have been
adjusting values annually to reflect the
real estate market and avoid the large
spikes in values that can happen when
revaluation only occurs triennially. Also,
assessing practices have improved
over recent years, resulting in fewer
abatements. From FY 1997 through
FY1999 only 142 communities (41 per-
cent) established higher than usual
overlay reserve accounts in their recer-
tification years.

The overlay reserve account is carried
forward from year to year until the as-
sessors determine that the reserve for
that particular fiscal year is no longer
necessary. Assessors must retain suffi-
cient money in the overlay reserve to
cover any abatements which may be
granted by the Appellate Tax Board
(ATB). If there are cases pending at the
ATB, assessors must make their best
estimate of the amount needed to cover
potential settlements. The overlay can-
not be reduced by transfer below the
sum of (1) uncollected taxes outstand-
ing against the collector’s warrant, and

(2) collected taxes that may have to be
refunded because of abatements
granted. If uncollected real estate taxes
are secured by a tax title, the commu-
nity has an almost guaranteed method
of collecting the taxes. The amounts of
such taxes are no longer outstanding
against the collector’s warrant and do
not have to be reserved.

Once the assessors determine that
there is no likelihood of additional
abatements, they can declare the un-
used balance for that year as surplus.
The balance is then transferred into an
overlay surplus account. At the end of
each fiscal year, unused overlay sur-
plus is “closed” to surplus revenue; in
other words, it becomes a part of free
cash. Both free cash and overlay sur-
plus can be appropriated for any law-
ful municipal purpose.

Within 10 days of a written request by
the chief executive officer of a city or
town, the assessors must provide a
certification of the excess amount of
overlay available for transfer. A “chief
executive officer” can mean the board
of selectmen in a town, or the mayor or
city manager in a city. Although the
community’s chief executive officer can

State Totals

FY89 $143,651,488 $4,122,104,932 3.48 

FY90 $139,071,345 $4,464,634,291 3.11

FY91 $139,472,348 $4,775,254,916 2.92

FY92 $143,439,128 $5,017,705,745 2.86

FY93 $155,240,515 $5,249,675,623 2.96

FY94 $157,921,506 $5,464,414,052 2.89

FY95 $159,210,658 $5,701,066,408 2.79

FY96 $163,242,225 $5,920,694,306 2.76

FY97 $159,943,482 $6,160,184,909 2.60

FY98 $168,585,924 $6,455,892,738 2.61

FY99 $168,231,716 $6,753,085,969 2.49

Overlay reserve Tax levy Overlay as percent of levy

Table 1

continued on page six ➡
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Overlay Reserve
➡ continued from page three

FY1997, FY1998 and FY1999, as well
as their average overlays as a percent
of the levy for the three-year period. It
also shows their triennial recertification
dates. The amount of money communi-
ties reserve as overlay varies consid-
erably. Berlin had the highest percent-
age in the three years analyzed with
7.5 percent in FY1999. Edgartown had
the lowest percentage, 0.32 percent in
FY1998. 

In City & Town’s previous look at over-
lay reserve, we included a graph group-
ing communities by overlay reserve as
a percent of the levy, using the aver-
age percent from FY1989 to FY1991
(Figure 1). At that time 29 communities
(or 8 percent) had overlays greater
than 5 percent of their levies; 119 com-
munities (or 34 percent) had overlay
reserves equal to from 3 to 5 percent
of their levies; 115 communities (or 33
percent) had overlays of 2 to 3 percent
of their levies; 82 communities (or 23
percent) had overlays of 1 to 2 per-
cent; and only 6 communities (or 2
percent) had levies of from 0 to 1 per-

require the assessors to determine the
amount available for transfer, the as-
sessors make the determination of how
much of a given year’s overlay account
can or will be transferred to the surplus
account, and when and if the transfer
should take place.

Findings
Table 1 shows overlay reserves as a
percentage of the statewide tax levy
from FY1989 through FY1999. State-
wide, the total overlay reserve declined
from FY1989 to FY1990 and then began
a steady increase until FY1996. It de-
clined in FY1997, increased in FY1998,
and declined slightly in FY1999. The
total was $144 million in FY1989. In
FY1999, the total was $168 million, an
increase of 17 percent. When analyzed
as a percent of the tax levy, however,
the percent has declined steadily from
3.48 percent in FY1989 to 2.49 percent
in FY1999.

Table 2 lists the 351 cities and towns
and shows their overlay reserves and
overlays as a percent of the levy for

cent. As shown in Figure 2 there is a
definite change in philosophy toward
overlay reserve accounts. Looking at
the average overlay reserve from
FY1997 to FY1999, only 3 communities
(or .009 percent) had overlays equal to
more than 5 percent of their levies. In
the category of communities with over-
lays of 3 to 5 percent of the levy, there
were 43 cities and towns (12 percent).
There were 112 communities (or 32
percent) with overlays of 2 to 3 per-
cent; 167 communities (or 48 percent)
with overlays of 1 to 2 percent; and 26
communities (or 7 percent) with over-
lays equal to less than 1 percent of
their levies. The impact of good as-
sessment practices, as well as the de-
clining number of exemptions granted,
on the need to retain large overlay re-
serves accounts is evident. ■

written by Jean McCarthy
data provided by Debbie DePerri

1. M.G.L. Ch. 59, § 25.
2. M.G.L. Ch. 59, § 5 (41C).

Overlay Reserve as a Percent of Levy
average percent FY89–FY91

with number of communities in each category

1–2% — 82

3–5% — 119

5+% — 29

2–3% — 115

0–1% — 6

Overlay Reserve as a Percent of Levy
average percent FY97–FY99

with number of communities in each category

1–2% — 167
3–5% — 43

5+% — 3

2–3% — 112

0–1% — 26

Figure 1 Figure 2
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Has Your Community
Complied?
Municipalities must comply with certain
rules and regulations. The following are
two recent examples:

Every employer, including public em-
ployers, must conspicuously post un-
employment benefit information at each
site operated by the employer. The no-
tice must state the name, mailing ad-
dress, the Division of Employment and
Training (DET) identification number of
the employer, instructions on how to
file for unemployment benefits, the ad-
dress and telephone number of the
nearest regional DET office and the
telephone number of the DET teleclaim
information line. Failure to post the in-
formation will result in a written warning
for the first violation, a $100 civil fine for
the second, $250 for the third and $500
for fourth or subsequent violation. The
employer is also required to provide
the same information in writing to any
employee separated from employment
as soon as practicable, but no later
than 30 days. Delivery must be made
in person or by mailing to the em-
ployee’s last known address.1

Employees are granted leave for cer-
tain family obligations.2 Certain em-
ployers, including municipalities, must
provide up to 24 hours of family obliga-
tion leave for eligible employees dur-
ing any 12-month period. This leave is
in addition to the 12 weeks already al-
lowed under the Federal Family and
Medical Leave Act. Employees are eli-
gible for leave if their employer had 50
or more employees. The employee
must have been employed for at least
12 months and worked at least 1,250
hours for the employer during the prior
12-month period. The leave may be
taken to participate in school activities
directly related to the educational ad-

vancement of the employee’s child; to
accompany the employee’s child to
routine medical or dental appointments;
or to accompany an elderly relative to
routine medical or dental appointments
or appointments for other professional
services related to the elder’s care. Em-
ployees must provide seven days no-
tice unless the leave is not foreseeable,
in which case notice is required as soon
as practicable. Violations of the act may
be enforced by criminal prosecutions
by the Attorney General with a fine of
$500 and civil actions by aggrieved em-
ployees, including triple damages, liti-
gation costs and attorney’s fees.

1. Chapter 101 of the Acts of 1998 amended an
earlier version and is retroactive to November 13,
1997, the date the earlier version was enacted.
2. Chapter 109 of the Acts of 1998 which add G.L.
Chapter 149 §52D.

Planned Distributions
of Hampden County
Funds
Financial statements for the Hampden
County Government, which was abol-
ished as of July 1, 1998, have been
completed and filed with the Secretary
of Administration and Finance. Accord-
ing to Director of Accounts Jim John-
son, two categories of funds will result
in distributions to municipalities. Eight
cities and towns will share in the resid-
ual balance in the county dog fund.
Chester, Granville, Holland, Holyoke,
Palmer, Southwick, Wales and West-
field will share $73,686. Appropriation
of these funds is restricted to libraries
or schools.1

Six cities and towns have assumed op-
eration of the Hampden Regional Ani-
mal Control Center. Chicopee, Granby,
Hampden, Holyoke, Southampton and
Springfield will receive the $31,434
balance from the comparable county
operation.

Mayors or selectmen of these cities
and towns have received notice of the
distributions. ■

1. M.G.L. Ch. 140, § 172.

Q: A finance committee member noted
that a particular vendor received sub-
stantial payment for supplies furnished
to the town. The member was also
aware that the law authorizes the board
of selectmen and accountant to disap-
prove payment if fraudulent, unlawful
or excessive.7 Would the term “exces-
sive” give discretion to selectmen and
the accountant to disapprove payment
if the purchase is deemed imprudent?
A: No. These statutes merely permit
the selectmen or accountant to disap-
prove the payment of a bill if it is in ex-
cess of the unencumbered balance in
the department’s budget or if the bill
exceeds the contract price for goods
or services. ■

written by James Crowley

1. M.G.L. Ch. 121A § 10 and M.G.L. Ch.59 § 5
Cl. 47.
2. M.G.L. Ch. 59 § 21C(f).
3. M.G.L. Ch. 59 § 71.
4. M.G.L. Ch. 41 § 108.
5. M.G.L. Ch. 44 § 68.
6. M.G.L. Ch. 59 § 21C (a).
7. M.G.L. Ch. 41 §§ 52 & 56.

DLS UPDATE

Questions & Answers
➡ continued from page two

Countdown to Y2K
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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.

Marilyn H. Browne , Managing Editor

Jean M. McCarthy , Editor
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Municipal Fiscal Calendar
August 1
Taxpayer: Deadline for Paying 1st Quarterly Tax Payment M.G.L. Ch. 59, Sec. 57C: Deadline
for Payment Without Interest

Taxpayer: Annual Boat Excise Return Due

Accountant: Notification of Total Receipts of Preceding Year

August 15
Assessors: Deadline to Vote to Seek Approval for Authorization to Issue Preliminary Tax Bills

Treasurer: 4th Quarter Reconciliation of Cash for the Previous Fiscal Year (due 45 days after
end of quarter)

August 31
Taxpayer: Last Filing Day for Classified Forest Land, M.G.L. Ch. 61

Assessors: Begin Work on Tax Rate Recapitulation Sheet (to set tax rate for semi-annual bills)

September 15
Treasurer/Collector: Compensating Balance Report

Account/Superintendent/School Committee: Jointly Submit End of Year Report to the DOE

September 30
State Treasurer: Notification of Quarterly Local Aid Payments on or Before September 30

Opportunities for Training
Course 101, Assessment Administration: Law, Procedures, Valuation will be given
at the University of Massachusetts in Amherst, August 9–13, 1999, from 8:30 a.m.
to 4:00 p.m.

A Classification Training Workshop will be given on Wednesday, August 11,
1999, at the Campus Center, University of Massachusetts, Amherst at 10:00 a.m.

Contact Barbara LaVertue, training coordinator, at (617) 626-2340 for more infor-
mation. Registration for this course is through the Massachusetts Association of
Assessing Officers. ■

Reminder
Please check to ensure that all cor-
respondence sent to the Division
of Local Services is using our new
address:

Division of Local Services
PO Box 9490
Boston, MA 02205-9490

Local officials who have not changed
to the new address risk delays and
possible loss of correspondence.

Also, this address is for the Division
of Local Services only. Tax returns or
other forms belonging to the Depart-
ment of Revenue should be sent di-
rectly to them.

Treasurers and accountants have
been sending meals tax and sales
tax returns to the DLS. The correct
PO Box for meals tax is 7040 and for
sales tax is 7039. The zip code for
those boxes is 02204. ■


