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Town of Shrewsbury
Citizen’s Guide to the Budget
This Citizen’s Guide to the Budget has been developed as part of our continuing efforts
to make the Town budget more understandable and accessible. The guide is designed
to provide an overview of how the budget is developed and how the Town raises
revenue and spends funds. The Annual budget is a reflection our community’s values,
priorities, goals, and the Town’s annual income and spending plan that serves as a
roadmap for the delivery of services to the residents of Shrewsbury. The budget
provides an itemized account of planned spending and establishes a priority of how
funds are allocated between Town departments and program areas.
Budget documents are traditionally difficult to read. The budget development is an
open process and we hope residents will find this information helpful in furthering their
understanding of the budget as well as increasing participation in the annual budget
process.
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The Budget Calendar
The Town’s budget operates in a fiscal year format from June 30th
to July 1st of the following year.
August/September:
 Identify Goals & Strategic Needs
October:
 Capital Budget Forms sent out to Department Heads
 Selectmen Discuss Revenue Trends & Projections
November:
 Capital Requests Submitted by Department Heads and Reviewed by Town Manager
 Selectmen Discuss Revenue Trend & Projection and set Fiscal Policies
 Town Manager Releases Budget Guidance to Department Heads
 Tax Classification Hearing & Final Tax Rate Set
December:
 Departmental Budgets are Due to the Town Manager
 Town Manager Develops Operating Budget
January:
 Selectmen Hold Workshops to Review Available Revenue and Departmental Requests
February:
 Town Manager Releases Initial Budget (Fiscal Projection 1) and presents to the Finance
Committee and Board of Selectmen
March:
 Finance Committee Holds a Series of Budget Hearings with Department Heads and Seeks
Public Input
April:
 Finance Committee Holds a Hearing on Annual Town Meeting Articles and the Fiscal Year
Budget
 Board of Selectmen & Finance Committee Vote on the Budget (Fiscal Projection 2)
May:
 Annual Town Meeting (3rd Monday)
June/July:
 Current Fiscal Year Ends on June 30th
 New Fiscal Year Begins on July 1st
 State Budget Typically Passed with Final State Aid Numbers (a/k/a “Cherry Sheets”)
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The Budget Process
The development of the Town budget is a cooperative effort
between the Town Manager, the Superintendent of Schools, the
Board of Selectmen, School Committee, and the Finance Committee.
HOW IS THE MUNICIPAL BUDGET DEVELOPED?
In the late fall of each year, Town departments conduct a review of programs and services in order to
identify areas for improvement. At the same time, the prior fiscal year’s revenue and expenditures are
analyzed. This ultimately leads to trend analysis and forecast estimate of Town revenues for the
ensuing fiscal year beginning July 1.
Thereafter the Board of Selectmen, working with the Town Manager, set Fiscal Policy Directives to
provide direction and strategic goals for the next fiscal year. The Town Manager works with the Town
departments to determine the necessary expenditures to maintain or enhance the services expected
by residents and businesses. The level of service that the Town can provide is ultimately determined
by how much revenue the Town expects to receive in the fiscal year.
The Town Manager’s proposed budget, which includes the income the Town can expect along with the
proposed expenditures from the Town departments, is presented to the Board of Selectmen and the
Finance Committee for their review and a discussion. A series of public hearings are held by the Finance
Committee in review of the Town Manager’s proposed budget in Fiscal Projection One released in
February. After discussion and the budget hearings, a more finalized version incorporating input from
the committees and communities is released in Fiscal Projection Two. The Board of Selectmen and
Finance Committee vote on Fiscal Projection Two in April and Town meeting has the final vote in May.

HOW IS THE SCHOOL BUDGET DEVELOPED?
In the late Fall of each year, the Superintendent of Schools works with the School Committee and the
school administrative staff to set program goals and determine how much it will cost to operate the
schools and related services for the next fiscal year. The Superintendent’s proposed budget is
presented to the School Committee in this same period. The School Committee conducts a series of
public meetings and hearings in the months of January through March of each year to help determine
budget priorities.
The School Committee’s proposed budget is presented to the Finance Committee for their review and
recommendations to Town Meeting. The Town Meeting establishes the total appropriation for the
support of the public schools but, under chapter 71, section 34 of the Massachusetts General Law, only
the School Committee can determine how those funds will be spent.
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Roles in the Budget Process
WHAT IS TOWN MEETINGS ROLE?
Town Meeting is the legislative body and appropriating authority of our Town government. The
Finance Committee is the advisory committee to the Town Meeting.
The Town of Shrewsbury operates in a Representative form of government as established by legislation
in 1953. The legislative body of Shrewsbury is a Representative Town Meeting in which registered
voters elect representatives from their precinct to represent them at Town Meeting. The
Representative Town meeting consists of 240 elected town meeting members distributed among the
ten (10) precincts based on population.
As the legislative body, Town Meeting enacts bylaws and other measures necessary for the operation
of municipal government and the administration of Town affairs. As the appropriating authority, Town
Meeting also approves the annual budget and authorizes specific expenditures. Town Meeting may
vote a municipal budget on a line‐item basis, in which case each separate line item constitutes a
separate appropriation. Town Meeting has the sole authority to appropriate funds for the operating
budget and capital projects except for specific instances where statutes or regulations do not require
information. Any amendments to appropriations require Town Meeting vote.
However, in most cases the Town Meeting votes appropriations in a more general manner to allow
department heads a measure of flexibility in how funds are spent to operate their departments. The
school budget, per state law, can only be voted on its grand total, thereby providing the school
department the highest degree of flexibility to use its funds as necessary during the fiscal year.
A two‐thirds vote by Town Meeting is required to approve the issuance of all Town debt and make
appropriations from the stabilization fund. State law requires that the Town adopt a balanced budget
(a budget in which estimated revenues equal estimated expenditures). It is only after approval by the
Town Meeting that the budget becomes the income and spending plan for the Town.

WHAT IS THE FINANCE COMMITTEE’S ROLE?
The Finance Committee is responsible for studying the financial affairs of the Town, and to advise all
officers of the Town as to expenditures and appropriation recommendations. The Finance
Committee’s responsibility at Town Meeting is to present the residents and taxpayers with a
recommended and balanced town‐wide operating budget. The Committee’s recommended town
budget is determined by anticipated revenue (including state aid, local receipts, and other available
funds), anticipated state and local assessments, the realistic viability of the Town departments’
expenditure requests, and long‐term financial goals of the town. Another important function of the
Finance Committee is its role in the transfer of money from a Town's annual reserve fund. The Finance
Committee's approval is required to transfer money from the town's operating reserve fund.
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The Committee reviews all warrant articles presented at town meetings. Prior to Town Meeting, the
Finance Committee holds public budget hearings, prepares its report and includes the Committee’s
recommended course of action for each warrant article. Finance Committee reports are available on
www.ShrewsburyMA.gov, sent to all Town Meeting Members, and available at the Town Clerk’s
Office.

WHAT IS THE BOARD OF SELECTMEN’S ROLE?
As the chief executive body of the Town, the Board of Selectmen develop and implement financial
policies. The adoption of formal financial policies provides instructive guidance and promotes
consistency as local official’s plan, direct, monitor, and protect municipal assets and resources. It is
important to develop consistent budget guidelines, at the same time taking into consideration the
available financial resources of the municipality. Town employees are appointed and supervised by the
selectmen and expenditures are approved by the selectmen through the warrant process. In addition,
the selectmen issue warrants to call town meetings and elections and to sign debt issues for the town.
Under Proposition 2½ the selectmen decide whether to seek voter approval of an override or exclusion
to raise additional tax revenues for the budget. They also decide whether to accept the debt exclusion
that shifts all or part of debt service costs from user fees to tax levy. Allocation of the tax levy among
property classes under the Classification Law is another decision made by the selectmen.
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Where Does the Money
Come From?
The money to operate the Town comes from local property taxes, state aid (also referred to as local
aid), local receipts (e.g. excise taxes, building permit fees), specific use fees (e.g. water and sewer fees)
and various other funds such as light and cable TV revenues and reserve funds. A significant portion of
Town revenue comes from state aid such as lottery distributions and Chapter 70 funding. The Town is
conservative in its projections of expected state revenues. Funds from the Town’s reserves; Free Cash
and/or Stabilization, may be used to fund the operating budget, capital budget, or in the case of the
stabilization fund, large specific expenditures such as a fire truck.

As illustrated in Figure 1,
property
taxes
make
up
approximately half of the
revenue of our Town budget.
Property
taxes
include
classifications called residential,
commercial,
open
space,
industrial and personal property.
In Shrewsbury, all classifications
are taxed at the same base rate
per thousand dollars of assessed
value. Revenue raised from
property tax is restricted by
Proposition 2½. Proposition 2½,
passed by the State Legislature in
1980, places a limit on the
property taxes a community can
Figure 1 – Revenues as a Percent of the Budget
levy each year. The taxing
(Based on FY20 Budget)
capacity of the Town is limited to
a 2 ½ percent increase of the prior year's levy limit. In addition, the total levy may increase by taxes
attributable to new growth.
For a more detailed discussion about the ways in which Proposition 2 ½ limits the property tax or how
the levy limit is calculated go to https://www.mass.gov/service-details/proposition-2-12-and-tax-rate-process
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Where Does the Money Go?
Upon approval of the Town Meeting, an adopted budget for the upcoming fiscal year (June 30 – July 1)
is put into effect on July 1. State law requires that the Town must adopt a balanced budget. Town
expenditures for each year are broken into the following categories:
Operating Budget: General
Government, Public Safety,
Retirement, Public Works,
Human Services, Culture
and Recreation, Schools,
Interest and Maturing
Debt,
and
Operating
Support.
Enterprise Funds: Solid
Waste, Water, Sewer,
Stormwater
Capital Budget: Large
expenditures for items
such as trucks and fire
equipment and building
repairs

Figure 2- Expenditures as a Percent of the Budget
(Based on FY20 Budget)

Warrant Articles: Typically includes items such as water main repairs and street renovations
Other Charges: Includes state and county charges, overlay charges, and cherry sheet offset items such
as school lunch grants and public libraries grants
The cost to provide Town services continues to grow at a rate greater than the Town’s ability to raise
additional revenues. In spite of efforts to control spending and reduce the rate of annual increases, the
cost of health insurance, pensions and education have continued to escalate. In many instances, it is
very difficult for local officials to curb these costs because federal and state regulations mandate what
services are offered and how they are administered.
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Fiscal Responsibility
As the stewards of taxpayer dollars, the Town has to be diligent about how it spends. Officials & Town
Meeting representatives must be aware of residents’ ability and willingness to pay for services. If
residents believe that the tax burden is already as much as they can bear and if the cost of services
grows at a rate greater than the Towns revenue stream (capped at 2.5% each year) then Town officials
will have to choose which services to keep and which must be scaled back or eliminated in order to
balance the budget. Alternately, the Town can raise additional operating revenue by a Proposition 2 ½
override which must be approved by the voters.
The choices we make today will also have an impact on future budgets. For example, if the Public Works
budgets are reduced to a level where the Town can no longer keep up parks, roads, sidewalks, water
or sewer maintenance and repairs then we will be deferring the cost to maintain or upgrade these
facilities on some future year’s budget.
The opposite is also true. The Town must carefully consider adding any new services or programs to
the budget because we may be obligating the community to continue these services in future years. It
is also important for the Town to repay money that the community has borrowed in the past, be careful
about future borrowing, and maintain the Town’s savings accounts, what are called the reserves.
The challenge in creating the budget each year is to carefully weigh what is needed to provide each
service taking into account how much revenue can be expected and how much can be spent on each
service the Town provides.
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Making Your Voice Heard
The budget process is complex and challenging. Difficult decisions must be made to put together a
budget that supports important services but doesn’t raise taxes to levels that are unacceptable or
burdensome for taxpayers. Shrewsbury is part of a growing movement of Massachusetts municipalities
that are taking transparency to a new level on the ClearGov platform, which also showcases basic
profiles of every municipality in the country. This new transparency center will allow residents to see
visual breakdowns of Shrewsbury’s finances, as well as insights into the town’s demographics and
population.
Visit Shrewsbury’s ClearGov site: https://www.cleargov.com/massachusetts/worcester/town/shrewsbury
There are a number of ways that you can provide your input on the budget. Citizen input is vital and all
you need is the interest and willingness to take the time to participate in the process. You can do this
by attending public hearings and Town Meetings or sending your ideas and comments to the Town
Manager, Selectmen, Superintendent of Schools, School Committee, Finance Committee, Department
Heads and other elected or appointed officials.
You don’t need to be a finance or public policy expert to participate in the process. The most important
thing is to be heard on issues that will affect the quality of life for you, your family and your neighbors
in Shrewsbury.
The Town website is the main source of information about town government (services, budgets,
policies, meeting schedules and agendas, officials contact information, etc.). Board meetings and other
informational programs are televised on Shrewsbury Cable channels 28, 29 and 30. You can also call or
visit the Town Manager’s office at Town Hall to obtain copies of materials or ask questions.
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Glossary of Terms
A full Municipal Finance Glossary, provided by the Division of Local Services, can be found here:
https://www.mass.gov/media/1577671/download
Appropriation – An authorization granted by a town
meeting, city council or other legislative body to expend
money and incur obligations for specific public
purposes. An appropriation is usually limited in amount
and as to the time period within which it may be
expended.

capital plan. It coordinates community planning, fiscal
capacity, and physical development. While all the
community’s needs should be identified in the program,
there is a set of criteria that prioritize the expenditures.
Capital Outlay – The exchange of one asset (cash) for
another (capital asset) with no ultimate effect on net
assets. Also known as "pay as you go," it is the
appropriation and use of available cash to fund a capital
improvement, as opposed to incurring debt to cover the
cost.

Available Funds – Balances in the various fund types
that represent nonrecurring revenue sources. As a
matter of sound practice, they are frequently
appropriated for unforeseen expenses, capital
expenditures, or other one‐time costs. Examples of
available funds include free cash, stabilization funds,
overlay surplus, water surplus, and retained earnings.

Capital Outlay Expenditure Exclusion – A temporary
increase in the tax levy to fund a capital project or to
make a capital acquisition. Such an exclusion requires a
two‐thirds vote of the selectmen or city council
(sometimes with the mayor's approval) and a majority
vote in a communitywide referendum. The exclusion is
added to the tax levy only during the year in which the
project is being funded and may increase the tax levy
above the levy ceiling.

Balance Sheet – A statement that discloses the assets,
liabilities, reserves, and equities of a fund or
governmental unit as of a specified date.
Capital Asset – Any tangible property used in the
operation of government that is not easily converted
into cash and that has an initial useful life extending
beyond a single financial reporting period. Capital assets
include land and land improvements; infrastructure,
such as roads, bridges, water and sewer lines;
easements; buildings and building improvements;
vehicles, machinery and equipment. Communities
typically define capital assets in terms of a minimum
useful life and minimum initial cost.

Chapter 70 School Aid – Chapter 70 refers to the school
funding formula created under the Education Reform
Act of 1993 by which state aid is distributed through the
Cherry Sheet to help establish educational equity among
municipal and regional school districts.
Chapter 90 Highway Funds – State funds derived from
periodic transportation bond authorizations and
apportioned to communities for highway projects (MGL
c. 90 § 34).

Capital Budget – An appropriation or spending plan that
uses borrowing or direct outlay for capital or fixed asset
improvements. Among other information, a capital
budget should identify the method to finance each
recommended expenditure (e.g., tax levy or rates) and
identify those items that were not recommended.

Cherry Sheet – Named for the cherry‐colored paper on
which they were originally printed, the Cherry Sheet is
the official notification to cities, towns, and regional
school districts of the next fiscal year’s state aid and
assessments. The aid is in the form of distributions,
which provide funds based on formulas and

Capital Improvement Program – A blueprint for
planning a community's capital expenditures that
comprises an annual capital budget and a five‐year
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reimbursements that provide funds for costs incurred
during a prior period for certain programs or services.

fee is charged in exchange for goods or services. It
allows a community to demonstrate to the public the
portion of a service’s total costs recovered through user
charges and the portion subsidized by the tax levy, if
any. With an enterprise fund, all costs of service
delivery‐‐direct, indirect, and capital ‐‐are identified.
This allows the community to recover total service costs
through user fees if it chooses. Enterprise accounting
also enables communities to reserve the "surplus," or
retained earnings, generated by the enterprise
operation rather than closing this out to the general
fund at year‐end. Services that may be treated as
enterprises include, but are not limited to, water, sewer,
hospital, and airport services.

Cherry Sheet Assessments – Estimates of annual
charges to cover the costs of certain state and county
programs.
Classification of Real Property – Assessors are required
to classify all real property according to use into one of
four classes: residential, open space, commercial, and
industrial. Having classified the real property, local
officials are permitted to determine locally, within limits
established by statute and the Commissioner of
Revenue, what percentage of the tax burden is to be
borne by each class of real property and by personal
property owners.

Equalized Valuations (EQVs) – An estimate of the full
and fair cash value (FFCV) of all property in the state as
of a certain taxable date. EQVs have historically been
used as a variable in distributing some state aid
accounts and in determining county assessments and
other costs. The Commissioner of Revenue, in
accordance with MGL c. 58 § 10C, is charged with the
responsibility of biennially determining an equalized
valuation for each city and town in the state.

Classification of the Tax Rate – Each year, the select
board or city council vote whether to exercise certain
tax rate options. Those options include choosing a
residential factor (MGL c. 40 § 56), and determining
whether to offer an open space discount, a residential
exemption (c. 59, § 5C), and/or a small commercial
exemption (c. 59, § 5I) to property owners.
Debt Exclusion – An action taken by a community
through a referendum vote to raise the funds necessary
to pay debt service costs for a particular project from
the property tax levy but outside of the limits under
Proposition 2½. By approving a debt exclusion, a
community calculates its annual levy limit under
Proposition 2½, then adds the excluded debt service
cost. The amount is added to the levy limit for the life of
the debt only and may increase the levy above the levy
ceiling.

Excess Levy Capacity – The difference between the levy
limit and the amount of real and personal property
taxes actually levied in a given year. Annually, the select
board or city council must be informed of excess levy
capacity and their acknowledgment must be submitted
to DLS when setting the tax rate.

Debt Service – The repayment cost, usually stated in
annual terms and based on an amortization schedule, of
the principal and interest on any particular bond issue.

Financial Statement – A presentation of the assets and
liabilities of a community as of a particular date, most
often after the close of the fiscal year.

Deficit – The excess of expenditures over revenues
during an accounting period. Also refers to the excess of
the liabilities of a fund over its assets.

Fiscal Year (FY) – Since 1974, the Commonwealth and
municipalities have operated on a budget cycle that
begins July 1 and ends June 30. Since 1976, the federal
government fiscal year has begun on October 1 and
ended September 30. In each case, the designation of
the fiscal year is that of the calendar year in which the
fiscal year ends.

Expenditure – An outlay of money made by a
municipality to provide the programs and services
within its approved budget.

Enterprise Fund – Authorized by MGL c. 44 § 53F½, an
enterprise fund is a separate accounting and financial
reporting mechanism for municipal services for which a
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Free Cash – Remaining, unrestricted funds from
operations of the previous fiscal year, including
unexpended free cash from the previous year, actual
receipts in excess of revenue estimated on the tax
recapitulation sheet, and unspent amounts in budget
line items. Unpaid property taxes and certain deficits
reduce the amount that can be certified as free cash.
The calculation of free cash is based on the June 30
balance sheet, which is submitted by the community's
auditor, accountant, or comptroller. Free cash is not
available for appropriation until certified by the Director
of Accounts. (See Available Funds).

Indirect Cost – Costs of a service not reflected in the
operating budget of the entity providing the service. The
matter of indirect costs arises most often in the context
of enterprise funds. An example of an indirect cost of
providing water service would be the value of time
spent by non‐water‐department employees who
process water bills. A determination of these costs is
necessary to analyze the total cost of service delivery.
Levy – The amount a community raises through the
property tax. The levy can be any amount up to the levy
limit, which is reestablished every year in accordance
with Proposition 2½ provisions.

Fund – An accounting entity with a self‐balancing set of
accounts that is segregated for the purpose of carrying
on identified activities or attaining certain objectives in
accordance with specific regulations, restrictions, or
limitations. Within a fund, financial resources and
activity (assets, liabilities, fund balances, revenues, and
expenditures) are accounted for independently.
Examples of funds include the general fund and
enterprise funds.

Levy Ceiling – A levy ceiling is one of two types of levy
(tax) restrictions imposed by MGL c. 59 § 21C
(Proposition 2½). It states that, in any year, the real and
personal property taxes imposed may not exceed 2½
percent of the total full and fair cash value of all taxable
property. Property taxes levied may exceed this limit
only if the community passes a capital exclusion, debt
exclusion, or special exclusion.
Levy Limit – A levy limit is one of two types of levy (tax)
restrictions imposed by MGL c. 59 § 21C (Proposition
2½). It states that the real and personal property taxes
imposed by a city or town may only grow each year by
2½ percent of the prior year's levy limit, plus new
growth and any overrides or exclusions. The levy limit
can exceed the levy ceiling only if the community passes
a capital expenditure exclusion, debt exclusion, or
special exclusion.

General Fund – The fund used to account for most
financial resources and activities governed by the
normal town meeting or city council appropriation
process.
General Fund Subsidy – Most often used in the context
of enterprise funds. When the revenue generated by
rates or user fees is insufficient to cover the cost to
provide a particular service, general fund money is used
to close the gap in the form of a subsidy. The subsidy
may or may not be recovered by the general fund in
subsequent years.

Line‐item Budget – A budget that stratifies spending
into categories of greater detail, such as supplies,
equipment, maintenance, or salaries, as opposed to a
program budget.

General Ledger (GL) – The accountant's record of
original entry, a general ledger is a set of numbered
accounts used to track financial transactions and
prepare financial reports. Each account is a distinct
record summarizing each type of asset, liability, equity,
revenue and expense. A chart of accounts lists all the
accounts in the general ledger.

Line‐item Transfer – The reallocation of a budget
appropriation between two line items within an
expenditure category (e.g., salaries, expenses).
Employed as a management tool, line‐item transfer
authority allows department heads to move money
where a need arises for a similar purpose without
altering the bottom line. Whether or not line‐item
transfers are permitted depends on how the budget is

Home Rule – Refers to the power of municipalities to
regulate their affairs by bylaws/ordinances or home rule
charters subject to certain limitations.
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presented (i.e., its format) and what level of budget
detail town meeting approves.
Local Aid – Revenue allocated by the state to cities,
towns, and regional school districts. Estimates of local
aid are transmitted to cities, towns, and districts
annually by the Cherry Sheets. Most Cherry Sheet aid
programs are considered general fund revenues and
may be spent for any purpose, subject to appropriation.

retirees and sometime to their beneficiaries, and as a
group, are referred to as OPEB.
Operating Budget – The plan of proposed expenditures
for personnel, supplies, and other expenses for the
coming fiscal year.
Other Amounts to be Raised (as detailed on the Tax
Recap) – Amounts not appropriated but raised through
taxation. Generally, these are locally generated
expenditures (e.g., overlay, teacher pay deferrals,
deficits), as well as state, county, and other special
district charges. Because they must be funded in the
annual budget, special consideration should be given to
them when finalizing budget recommendations to the
city council or town meeting.

Local Receipts – Locally generated revenues other than
real and personal property taxes. Examples include
motor vehicle excise, investment income, hotel/motel
tax, fees, rentals, and charges.
Motor Vehicle Excise – A locally imposed annual tax
assessed to owners of motor vehicles registered to
addresses within the community (MGL c. 60A). The
excise tax rate is set by statute at $25.00 per $1,000 of
vehicle value.

Overlay (Overlay Reserve, or Allowance for
Abatements and Exemptions) – An account that funds
anticipated property tax abatements, exemptions, and
uncollected taxes. Additions to the overlay reserve need
not be funded by the normal appropriation process but
instead raised on the tax rate recapitulation sheet.

Municipal(s) (As used in the bond trade) ‐"Municipal"
refers to any state or subordinate governmental unit.
Municipals (i.e., municipal bonds) include not only the
bonds of all political subdivisions, such as cities, towns,
school districts, and special districts but also bonds of
the state and agencies of the state.

Override – A vote by a community at an election to
permanently increase the levy limit. An override vote
may increase the levy limit no higher than the levy
ceiling. The override question on the election ballot
must state a purpose for the override and the dollar
amount.

New Growth – The additional tax revenue generated by
new construction, renovations and other increases in
the property tax base during a calendar year. It does not
include value increases caused by normal market forces
or revaluations.

Override Capacity – The difference between a
community's levy ceiling and its levy limit. It is the
maximum amount by which a community may override
its levy limit.

Nonrecurring Revenue Source – A one‐time source of
money available to a city or town. By its nature, a
nonrecurring revenue source cannot be relied upon in
future years, and therefore, such funds should not be
used for operating or other expenses that continue from
year to year.

Personal Property – Movable items not permanently
affixed to, or part of, the real estate. It is assessed
separately from real estate to certain businesses, public
utilities, and owners of homes that are not their primary
residences.

OPEB (Other Postemployment Benefits) – Many public
employees earn benefits over their years of service that
they do not receive until after their government
employment ends. While pensions are the most
common of these, other postemployment benefits
generally include combinations of health, dental, vision,
and life insurances. These are provided to eligible

Principal – The face amount of a bond, exclusive of
accrued interest.
Proposition 2½ – A state law enacted in 1980,
Proposition 2½ regulates local property tax
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administration and limits the amount of revenue a city
or town may raise from local property taxes each year
to fund municipal operations.
Raise and Appropriate – A phrase used to identify an
expenditure’s funding source as money generated by
the tax levy or other local receipt.

Revolving Fund – A fund that allows a community to
raise revenues from a specific service and use those
revenues without appropriation to support the service.
Schedule A – A statement of revenues, expenditures,
and other financing sources, uses, changes in fund
balance, and certain balance sheet account information
prepared annually by the accountant or auditor at the
end of the fiscal year. This report is based on the fund
account numbers and classifications contained in the
UMAS manual.

Real Property – Land, buildings, and the rights and
benefits inherent in owning them.
Receipts Reserved for Appropriation – Proceeds
earmarked by law and placed in separate accounts for
appropriation for particular purposes. For example,
ambulance charges may be appropriated to offset
expenses in providing ambulance services.

Special Revenue Fund – Funds, established by statute
only, containing revenues that are earmarked for and
restricted to expenditures for specific purposes. Special
revenue funds include receipts reserved for
appropriation, revolving funds, grants from
governmental entities, and gifts from private individuals
or organizations.

Receivables – An expectation of payment of an amount
certain accruing to the benefit of a city or town.
Reserve Fund – An amount (not to exceed 5 percent of
the tax levy for the preceding year) set aside annually
within a community’s budget to provide a funding
source for extraordinary or unforeseen expenditures. In
a town, the finance committee can authorize transfers
from this fund for "extraordinary or unforeseen"
expenditures. Other uses of the fund require budgetary
transfers by town meeting. In a city, transfers from this
fund may be voted by the city council upon
recommendation of the mayor.

Stabilization Fund – A fund designed to accumulate
amounts for capital and other future spending purposes,
although it may be appropriated for any lawful purpose
(MGL c. 40 § 5B). Communities may establish one or
more stabilization funds for different purposes and may
appropriate any amounts into them. A two‐thirds vote
of town meeting or city council is required to establish,
amend the purpose of, or appropriate money from a
stabilization fund. A majority vote of town meeting or
city council is required to appropriate money into a
stabilization fund.

Residential Factor – Adopted by a community annually,
this governs the percentage of the tax levy to be paid by
property owners. A residential factor of “1” will result in
the taxation of all property at the same rate (single tax
rate). Choosing a factor of less than one results in
increasing the share of the levy raised by commercial,
industrial and personal property. Residential property
owners will thereby pay a proportionately lower share
of the total levy. (See Minimum Residential Factor)

Tax Rate – The amount of property tax stated in terms
of a unit of the municipal tax base; for example, $14.80
per $1,000 of assessed valuation of taxable real and
personal property.
Tax Rate Recapitulation Sheet (the Tax Recap) – The
document a city or town submits to DLS to set a
property tax rate, the recap shows all estimated
revenues and actual appropriations that affect the
property tax rate. It should be submitted to DLS by
September 1 (in order to issue the first‐half semiannual
property tax bills before October 1) or by December 1
(to issue actual tax bills on or before December 31 in a
quarterly community or a semiannual community
issuing annual preliminary tax bills).

Retained Earnings – An equity account reflecting the
accumulated earnings of an enterprise fund, which may
be used to fund capital improvements, reimburse the
general fund for prior‐year subsidies, reduce user
charges, or provide for enterprise revenue deficits
(operating losses).
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Underride – A vote by a community to permanently
decrease the tax levy limit. It is the exact opposite of an
override.
Valuation – The legal requirement that a community’s
assessed value on property must reflect its market, or
full and fair, cash value.
Warrant – An authorization for an action. For example,
a town meeting warrant establishes the matters that
may be acted on by that town meeting. A treasury
warrant authorizes the treasurer to pay specific bills.
The assessors’ warrant authorizes the tax collector to
collect taxes in the amounts and from the persons
listed.
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