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RetirementPlus: An Overview

Enacted in June 2000, Chapter 114 of
the Acts of 2000 made major changes
in the retirement law. Probably the most
significant component of this legislation
is RetirementPlus, the enhancement of
the retirement benefit for eligible and
participating members of the Mass-
achusetts Teachers’ Retirement Sys-
tem (MTRS). During FYO1, the Mass-
achusetts Teachers’ Retirement Board
(MTRB) expects to process approxi-
mately 3,000 retirement applications —
about 1,200 more than usual.
Beginning in FY02, the num-
ber of retirements is expected
to increase to over 5,000 per
year, and remain at that level
for the next four years.

Teachers have
until June 30
to participate.

cators must contribute to the MTRS at
a flat 11 percent rate for a minimum of
five years. Eligible educators, who
wish to retire in less than five years,
must pay the equivalent of five years at
11 percent, less the total of their last
five years’ contributions to the MTRS.
On average, a teacher will pay an ac-
celerated cost between $15,000 and
$20,000 to retire under RetirementPlus
this year.

e Maternity Leave Purchase:
Active members, who estab-
lished membership in the
MTRS or the State-Boston
Retirement System as a
teacher before 1975, and
who left teaching or took a

The three main components
of Chapter 114 are:

e RetirementPlus: Retirement benefits
for eligible and participating members
are increased by 2 percent for each full
year of creditable service in excess of
24 years, up to the statutory maximum
of 80 percent. For example, under the
regular formula, a 57-year-old teacher
with 33 years of service would be enti-
tled to 56.1 percent of his final three-
year salary average; under Retirement-
Plus, however, he would receive an
additional 18 percent [(33 —24) x 2% =
18%], for a total of 74.1 percent.

In order to qualify for the additional
benefit, at the time of retirement, a
teacher must have at least 30 years of
creditable service. Of that creditable
service, at least 20 years must be
“teaching” service — service as an ac-
tive member of the MTRS or as a
teacher in the State-Boston Retirement
System. In addition, participating edu-

leave for maternity or adop-
tion purposes before 1975, may pur-
chase up to four years of that time as
creditable service. Maternity leave pur-
chases must be completed by Decem-
ber 31, 2001.

e Re-employment After Retirement:
During a period of a “critical shortage”
of certified teachers as declared by
local school districts, an MTRS retiree
may return to full-time public teaching
service in Massachusetts while collect-
ing his full pension. A school superin-
tendent who wishes to employ a retired
teacher due to a critical shortage must
first receive a waiver from the Depart-
ment of Education. Members who retire
under RetirementPlus, must be retired
for at least two years before they are eli-
gible to be hired under the critical short-
age provision. In the absence of a “crit-
ical shortage,” the existing restrictions
on re-employment in a Massachusetts
public position apply to all retirees.
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by Erika M. Glaster, Deputy Executive Director, Massachusetts Teachers’ Retirement Board

Teachers wishing to retire under Retire-
mentPlus in 2001 were given three op-
tions for the payment of their acceler-
ated contributions:

1. Split the total cost between one after-
tax payment for 2000 and one for 2001,
neither of which exceeds the member’s
I.R.C. section 415(c) limits.

2. Split the cost between one after-tax
payment for 2000, not to exceed the
member’s section 415(c) limit, and pre-
tax payroll reduction installment pay-
ments in 2001.

3. Pay the total cost via pre-tax payroll
reduction installments in 2001.

All MTRS members were sent their Re-
tirementPlus Election Forms in March,
and have until June 30, 2001 to elect
to participate. MTRS members will not
have another opportunity to opt into
the RetirementPlus program.

Teachers’ monthly retirement deduction
reports are due at the MTRB by the
tenth of the following month. This year,
timely and accurate deduction report-
ing will have a critical impact on the
MTRB’s ability to pay retirement bene-

continued on page eight
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From the

Deputy

Commissioner

You may have no-

ticed that we did not

publish an April issue

of City & Town. This

does not represent a
permanent change from our monthly
publication schedule. Rather, we have
taken some extra time to revitalize City
& Town by making some changes.

As you can see, we have given City &
Town a new look on the outside. We
have also made changes to what is in-
side as well. For example, we are cur-
rently running a series of articles de-
signed to familiarize our readers with
the people who work at the Division of
Local Services. This month’s issue fea-
tures the Municipal Data Bank/Local
Aid Section. Since many of the people
who read City & Town may have con-
tacted Data Bank staff at one time or
another, we thought it would be inter-
esting to offer a “behind the scenes”
look at this section. Also, in an effort to
expand our coverage of topics that re-
late to municipal finance, we are en-
couraging other state agencies to con-
tribute articles. This issue’s cover story,
by Erika Glaster of the Massachusetts
Teachers’ Retirement Board, is a good
example. | wish to thank Ms. Glaster for
this timely and informative piece. We
will also promote the use of our online
resources, which we are continually
working to develop and improve. Fi-
nally, | will offer a brief commentary in
each issue on matters that | feel are im-
portant to local officials. Please be as-
sured that although City & Town has
some new features, its original purpose
remains the same: to inform local offi-
cials of current developments or issues
that could affect their communities.

%%

Joseph J. Chessey, Jr.
Deputy Commissioner

Legal

in Our Opinion

Q: A town operated its own retirement
board and did not belong to the county
retirement system. The selectmen be-
came concerned over rising retirement
board assessments. Does Proposition
2%, limit the amounts requested by the
retirement board?

A: No. It is well established by statute
and court decisions that any amounts
requested by a retirement board and
approved by the Public Employee Re-
tirement Administration (PERA) must
be raised by the community. See M.G.L.
Ch. 32 Sec. 22(7)(c)(i) and (iv) and the
Appeals Court decision of Everett Re-
tirement Board v. Assessors of Everett,
19 Mass. App. 305 (1985). Proposition
27, limits the total amount that a city or
town can raise in taxation. The retire-
ment board, therefore, could increase
its assessment by more than 2.5 per-
cent each year which could impact
other town budgets that must also be
funded with tax dollars. We advised
this community, however, to consider
acceptance of M.G.L. Ch. 32 Sec. 22D
which permits full funding of pension
system costs over a period of time
through actuarial funding schedules.
The Appeals Court also stated in the
Everett decision there is control over
runaway retirement costs since M.G.L.
Ch. 32 Secs. 21(1)(a) and 21(4) grants
the Commissioner of Public Employee
Retirement certain regulatory power
over retirement boards.

Q: A town appropriated $500,000 to a
Pension Reserve Fund. Would it be
permissible for the town administrator
to transfer money from the fund, without
fown meeting vote, to meet the county
retirement board assessment?

A: No. Under M.G.L. Ch. 40 Sec. 5D
and M.G.L. Ch. 32 Sec. 22, municipali-
ties may appropriate an amount each
year to the Pension Reserve Fund to off-
set the anticipated costs for funding the
contributory retirement systems. Any
transfer from the Pension Reserve Fund

requires prior approval by the state ac-
tuary and an appropriation vote by town
meeting. No town official can indepen-
dently make such a transfer.

Q: An employee in town hall was inad-
vertently excluded from the county re-
tirement system. Could the employee
buy back his years of lost service?

A: Maybe. Under M.G.L. Ch. 32 Secs.
3(3) and 4(1)(e), the retirement board
must decide whether his failure to be-
come a member of the retirement sys-
tem “was caused by circumstances
other than those generally applicable to
employees.” With the approval of the re-
tirement board, the employee could buy
back his creditable service either with
a lump sum payment or on a schedule
determined by the board. The town
could not make payments of the em-
ployee’s own contributions since such
payments would constitute a gratuity.
The town would be required, however,
to pay additional sums to the retirement
board to fund the employee’s pension
to the extent his years of creditable
service increased the pension obliga-
tion of the system.

Q: Can a city council unilaterally in-
crease pensions for public safety and
non-public safety retirees?

A: No. M.G.L. Ch. 32 Secs. 90A, 90C
and 90D allow a city to increase pen-
sions to an amount equal to 50 percent
of the salary currently paid to employ-
ees in that position. These statutes, by
their terms, must be accepted by two-
thirds vote of the city council and with
the approval of the city’s chief execu-
tive officer. The Supreme Judicial Court
has held that a city manager must ap-
prove acceptance of these statutes to
increase pensions. In that case, the
Cambridge city council unanimously in-
creased pensions under M.G.L. Ch. 32
Sec. 90A but the city manager did not
approve the order. The court ruled that
continued on page seven
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FOCUS

on Municipal Finance

FY01 Municipal
Revenue Components

In Massachusetts, municipalities have
four major sources of revenue: the prop-
erty tax levy, state aid, local receipts
and all other revenues. In this article, we
describe what is included in each of the
four major local revenue categories.
Then, we focus on trends in these local
revenue sources that have occurred
through 2001.

Property Tax Levy

The property tax levy represents the
funds a community can raise through
real and personal property taxes.
Proposition 2%, limits the amount of a
community’s levy limit to no more than
2.5 percent of the full and fair cash
value of property in the community. An-
nual increases to the levy limit are lim-

ited to no more that 2.5 percent of the
prior year’s levy limit, plus new growth,
and any additional property taxes al-
lowed if the community passes any
Proposition 2% referenda questions.

State Aid

State aid is composed of revenues dis-
tributed to local governments through
a wide variety of programs. Most state
aid is provided to municipalities via the
annual Cherry Sheet, the notification
by the Department of Revenue of the
amounts each community will receive
from the state in the coming fiscal year.

There are 19 different receipt items
listed on the Cherry Sheet. Generally,
funds are allocated either through dis-
tribution formulas or reimbursement
formulas. About 86 percent of Cherry
Sheet aid is accounted for by three pro-
grams: Chapter 70 aid, lottery aid and

additional assistance. Chapter 70 aid
and lottery aid allocate funds based on
distribution formulas.

Chapter 70 aid, the largest single pro-
gram, is education aid and is designed
to ensure both equitable and adequate
funding of public schools. The amount
of aid is based on an assessment of
communities’ educational needs and
their ability to raise enough revenue to
meet these needs, with Chapter 70
bridging the gap between needs and
financial ability.

Lottery aid is a general-purpose finan-
cial assistance program. The lottery for-
mula is equalizing, with municipalities
with lower property values receiving
proportionately more aid than those with
greater property values. The formula is
based on population and Equalized
Valuation (EQV).

continued on page six

Table 1
Local Revenue Components, FY86-FYO01
State totals, Massachusetts cities and towns
Fiscal Percent Percent Percent Percent
year Property tax levy of total State aid of total Local receipts of total All other of total Total receipts
86 3,309,379,108 47.62 2,028,539,402  29.19 1,098,291,807 15.80 513,956,419 7.39 6,950,166,736
87 3,5636,290,776  46.17 2,380,796,816  31.09 1,234,186,851  16.11 507,524,161 6.63 7,658,798,604
88 3,804,782,026  46.01 2,5682,268,195  31.23 1,357,345,020 16.42 524,420,147 6.34 8,268,815,388
89 4,122,104,932 46.16 2,693,778,428  30.16 1,551,799,001 17.38 562,753,952 6.30 8,930,436,313
90 4,464,634,291 47.81 2,464,643,603  26.39 1,832,061,154 19.62 577,706,585 6.19 9,339,045,633
91 4,775,254,916  49.72 2,342,154,458  24.39 1,917,673,486  19.97 568,675,283  5.92 9,603,758,143
92 5,017,705,745 52.35 2,057,507,189 21.47 2,045,127,785 21.34 464,175,959 4.84 9,584,516,681
93 5,249,675,623 52.87 2,191,009,153 22.07 2,035,899,378  20.50 452,635,275 4.56 9,929,219,420
94 5,464,414,052 52.57 2,349,182,814  22.60 2,074,561,533  19.96 505,777,439  4.87 10,393,935,853
95 5,701,066,408 52.13 2,5651,580,915  23.33 2,193,878,042  20.06 489,846,880 4.48 10,936,372,238
96 5,920,694,306 51.17 2,794,847,943 24.15 2,303,531,459 19.91 552,264,318 4.77 11,571,338,024
97 6,160,184,909 51.54 3,060,681,746  25.61 2,108,780,330 17.64 621,990,649 5.20 11,951,637,632
98 6,455,892,738 51.15 3,356,233,207  26.59 2,195,664,977 17.39 614,759,620 4.87 12,622,550,534
99 6,753,085,969 50.18 3,675,536,175  27.31 2,357,850,779  17.52 670,235,801 4.98 13,456,709,535
00 7,103,557,417 49.74 3,967,572,079 27.78 2,489,909,255 17.43 721,415,920 5.05 14,282,454,676
01 7,332,150,441 49.64 4,117,846,666 27.88 2,549,919,683 17.26 771,513,469 5.22 14,771,430,259
Notes: 340 communities have finalized their FYO1 data; for the remaining 11, FY0O data is used as an estimate.
State aid does not reflect aid to regional school districts.
Source: Tax rate recapitulation sheets. Figures are budgeted revenues; final actual revenues will differ slightly.
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Municipal Revenue Components

The Additional Assistance program
currently provides aid to 159 communi-
ties and is another general purpose fi-
nancial assistance program. Since
FY92, these aid amounts have been
level funded.

Reimbursement formulas provide full
or partial funding for program costs in-
curred in prior years. Reimbursements
include funds for school transportation;
school construction; tuition of state
wards; highway maintenance; property
tax exemptions for veterans, blind per-
sons, surviving spouses, and elderly;
reimbursement for certain types of
state-owned land exempt from prop-
erty taxes; police career incentives;
and urban renewal projects.

In addition to reimbursements and dis-
tributions, certain programs are desig-
nated as “offset items.” These items are
amounts that constitute categorical aid,
i.e., funds that must be spent for spe-
cific municipal programs. Offset items
include funds for local public libraries,
racial equality, aid to reduce class size
and school lunch.

Figure 1

Local Receipts

Local receipts vary greatly from munic-
ipality to municipality depending on
the types of services offered and fees
collected. The most common local re-
ceipts are motor vehicle and room oc-
cupancy excise; fines, licenses and
permits; charges for water, sewer and
trash services; departmental revenues;
penalties and interest on taxes; and in-
vestment income. Depending on the
accounting options chosen at the local
level, local receipts are either paid into
the community’s general fund or re-
served for a specific departmental use.

Other Revenues

Other available funds include all other
revenues that do not fall into one of the
other three categories. Among the more
common types of revenues in this cate-
gory are: free cash, stabilization funds,
overlay surplus, trust funds and other
reserves.

In Table 1, we show the historical break-
down of the local revenue components
by category for FY86—-FYO01. Figure 1
shows the differences between actual
total local revenues and those same

continued from page three

revenues calculated in constant FY86
dollars. For an individual breakdown for
each community’s FYO1 local revenue
components, see Table 2.

Findings

The implementation of Proposition 2%
limited the property tax as a revenue
source for Massachusetts municipali-
ties. In spite of this, the property tax
continues to generate about half of
local revenues. However, it is important
to note that municipal reliance on prop-
erty taxes has shifted over time. In
FY81, for example, property tax rev-
enues made up 58 percent of the state
total. Communities relied the least on
property taxes as a source of revenue
in FY88 when they accounted for only
46 percent of local revenues. From
FY92 through FY98, the total property
tax levy averaged 52 percent of all
local revenues. Since FY99, this per-
centage has begun to decline slightly.

State aid, on the other hand, has in-
creased over the past few fiscal years.
The second largest source of local rev-
enues, state aid represented almost 28
continued on page seven
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Comparing Local Revenue Components, FY86-FY01

Constant FY86 dollars calculated using the State and Local Government Implicit Price Deflator.

I constant FY86 dollars
B Actual local revenues

Dollars in billions

*FYO01 Price Deflator not available.

FY86 FY87 FY88 FY89 FY90 FY91 FY92 FY93 FY94 FY95 FY9% FY97 FY98 FY99 FYO0 FYO1*
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DLS Update

Drinking Water Grants

The Massachusetts Department of En-
vironmental Protection recently an-
nounced two grant award programs:
the Wellhead Protection Grant Program
and the Technical Assistance/Land
Grant Management Program for source
water protection. For the Wellhead Pro-
tection Grant Program, $380,000 is ex-
pected to be available during this fund-
ing round. All community public water
systems and non-transient non-commu-
nity water systems that serve schools
are eligible to apply. $330,000 is ex-
pected to be available for the Technical
Assistance/Land Grant Management
Program. Public water systems and
technical assistance providers, such as
regional planning agencies, conserva-
tion districts and watershed organiza-
tions, etc., are eligible.

Requests for Responses were available
as of May 1, 2001. Proposals for both
programs are due by June 29, 2001.
For more information, contact the grant
program managers at (617) 292-5727
(Technical Assistance/Land Grant Man-
agement Program) and (617) 556-1070
(Wellhead Protection Grant). Also,
check out the Drinking Water Program’s
website at www.state.ma.us/dep or
visit www.Comm-PASS.com.

Schedule A Reduced

The Division of Local Services (DLS) is
planning to reduce the size of the
Schedule A from 52 pages to under 20
pages. DLS hopes to have the new
Schedule A ready for municipalities
when they submit their FYO1 data on
actual revenues and expenditures.

This year, DLS is moving all its applica-
tions and data to new computer sys-
tems that can better address upcoming
and long-term e-government goals.
These goals include reducing the 52-
page version of the Schedule A to make
submission faster and easier. DLS will
distribute the new format of the auto-
mated Schedule A on diskette and over
the Internet. For FY02 data, DLS will
provide online submission, error check-
ing, and help systems for local officials.

A draft of the new version is now under
review by local officials and state and
federal agencies. When approved, DLS
will release the new format so communi-
ties that have programs for Schedule A
preparation in their accounting software
can make adjustments. Where repro-
gramming for the upcoming Schedule
A'is costly or difficult, DLS will accept
submissions in the older format, giving
communities an extra year to adjust.

Acceptance of Personal

Property Gifts

M.G.L. Ch. 44 Sec. 53A sets out rules
and procedures relating to the accep-
tance of gifts of money or grants to
cities and towns. A new section, Sec.
53AY%, was recently enacted, which
sets out rules and procedures relating
to the acceptance by cities and towns
of gifts of personal property. Under the
new provisions, the board of select-
men, town council, or city council, with
the mayor’s approval if required by
charter, may now accept such gifts.
The gift may be used for the purpose
of the gift and, if no restrictions are at-
tached, for whatever purpose the se-
lectmen or council may choose. This
amendment became effective Decem-
ber 13, 2000. m

Municipal Revenue Components cont’d. from pg. six

percent of all revenues in FYO1. In the
aggregate, state support of cities and
towns, primarily through education and
lottery aid, has risen steadily since the
local aid cuts of FY90-FY92.

For the ninth consecutive year, Cherry
Sheet receipts increased significantly.
FYO1 state aid to municipalities and re-
gional school districts totaled $4.859
billion, an increase of $320.5 million or
7.1 percent over FY00. Chapter 70 aid
to education increased $187.1 million
to $2.990 billion. Lottery aid increased
$60 million to $730 million.

There is also a large degree of variation
in communities’ dependence on state
aid as a source of local revenues. State
aid to municipalities differs in large part
due to the formulaic basis of many of
the aid programs.

Since the passage of Proposition 2%,
local receipts have become more im-
portant as a source of local revenue.
Between FY82 and FY91 they grew
from 12.9 percent to almost 20.0 per-
cent. However, from FY97-FY01, local
receipts averaged 17.5 percent of all
local revenue.

The final category of local revenue
components, all other sources, has re-
mained a relatively small percentage of
the state total. In FYO1, the “other” cate-
gory accounted for about 5.2 percent
of all local revenues. m

by Joan Grourke
data provided by Debbie Ferlito

Q&A continued from page two

executive approval is necessary to im-
plement any increase in pensions as
specifically set forth in the statute. Ex-
ecutive approval is not a ministerial act
and is a separate issue from the appro-
priation of funds to increase pensions.
De Nunzio v. City Manager of Cam-
bridge, 341 Mass. 420 (1960). Approval
by a city manager involves the exercise
of judgment or discretion which cannot
be compelled by the courts or the city
council. m

hy James Crowley
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DLS Profile: Municipal Data Bank Staff

The Municipal Data
Bank/Local Aid Section
is part of DLS” Municipal
Data Management/
Technical Assistance
Bureau (MDM/TAB).
In addition to maintain-
ing the Data Bank, this
section coordinates the
process of preparing
and distributing the
Cherry Sheet state aid
estimates and adminis-
ters a number of other
state aid programs.
Data Bank staff respond
to inquiries regarding
local aid and municipal finance from state and local officials as well as private citi-
zens. They also assist requestors in defining their data needs and in developing
appropriate reports.

Hector Diaz-Valasis, Dora Brown, Debbie Ferlito, Jared Curtis
(standing, | to r) and Elise Sandel of the Municipal Data Bank.

Lisa Juszkiewicz, a 16-year veteran of the Division of Local Services, was ap-
pointed director of the Municipal Data Bank/Local Aid Section last year. Prior to
her appointment, Lisa worked as an analyst in the Local Aid Section, where she
has been recognized for her work with Cherry Sheets, local aid distributions and
other requests for various local aid data. Other veteran staff members include
Debbie Ferlito and Dora Brown. Both Dora and Debbie have worked for the
MDM/TAB for more than 16 years. Dora is primarily responsible for maintaining the
Schedule A database and coordinates the exchange of data with other state and
federal agencies. Debbie maintains databases on overrides, debt exclusions, and
capital expenditures and also extracts most of the data used in City & Town Focus
articles. In recognition of her meritorious service, Debbie received the Deputy
Commissioner’s Citation for outstanding performance as an employee in 2000.
Elise Sandel assists Dora Brown with maintaining the Schedule A database and
also updates socioeconomic and demographic data. She has worked in MDM/
TAB for more than 23 years. Two newer employees include Jared Curtis and
Hector Diaz-Valasis. Jared maintains the Cherry Sheet database and performs
several functions related to the distribution of quarterly local aid payments. Hector
is working with Access database software to create new data reports.

Lisa notes that “since our customers rely heavily on electronic information, we
continue to enhance the format and functionality of the Data Bank website.” m

RetirementPlus continued from page one

fits. Over 80 percent of this year’s appli-
cants for RetirementPlus are utilizing
the pre-tax payroll reduction installment
option to pay their accelerated costs.
These members’ full accelerated costs
must be paid and merged into their ac-
counts before the MTRB will issue their
first pension checks. If a school district
reports late, or fails to provide complete
and accurate data, retirees will not be
paid on time.

More information about RetirementPlus
and IRS pre-tax payroll reduction in-
stallments is available on the MTRS’
website (www.state.ma.us/mtrb) or by
calling (617) 727-3661. m

Check it out ...
www.massdor.com

[J Preliminary Cherry Sheets for FY02
[J Municipal Finance Glossary
[J Technical Assistance Brochure detailing

DLS financial assistance/consulting serv-
ices available to cities and towns
[0 FY02 Municipal Revenue Growth Factors

for all cities and towns
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