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To the Honorable Senate and House of Representatives

Gentlemen ; The Legislative Research Council submits here-
with a report prepared by the Legislative Research Bureau on the
basis of Senate Document numbered 355, relative to the advisa-
bility and methods of changing the fiscal year of municipalities
from the calendar year to the State’s fiscal year.

Since the Legislative Research Bureau is limited by statute “to
statistical research and fact-finding,” this report contains only
factual material without recommendations or legislative proposals.

Respectfully submitted )

Sen. SILVIO 0. CONTE of Pittsfield,
Chairman.

Rep. MICHAEL F. SKERRY of Medford
Vice Chairman.

Sen. JOHN E. POWERS of Suffolk.
Rep. RENE R. BERNARDIN of Lawrence.
Rep. WALTER F. HURLBURT of Greenfield.
Rep. EARLE S. TYLER of Watertown.

LETTER OF TRANSMITTAL BY THE LEGISLATIVE

MEMBERS OF THE LEGISLATIVE RESEARCH COUNCIL.



To the Members of the Legislative Research Council,

Gentlemen : The Legislative Research Council was directed
by chapter 3 of the Resolves of 1957 to study the subject matter of
Senate, No. 355. The latter was a resolve concerning the advisa-
bility and methods of changing the fiscal year of cities and towns
to coincide with the State’s fiscal year.

The Legislative Research Bureau herewith submits its report in
.ccordance with the resolve. The document was prepared by

Samuel Brown of the Research Bureau staff. Its scope and content
have necessarily been limited by the statutory requirement restrict-
ing Bureau output to factual material only.

Respectfully submitted,

HERMAN C. LOEFFLER.
Director, Legislative Research Bureau
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i
The Legislative Research Council was directed to study the

advisability and methods of changing the fiscal year of cities and
towns from the calendar year basis to the State’s basis starting on
July 1.

Purpose of Proposed Change. The primary purpose of the pro-
posed change is to reduce or eliminate annual interest costs of
approximately $5 million to Massachusetts cities and towns for
the short-term borrowing which is now permanently necessary in
anticipation of property tax collections. Such taxes are due in
October and November to pay expenditures for the year beginning
on the prior January 1. A change of fiscal year to July 1 without
disturbing the present due date of property taxes would cut off six
months, or more than half the period for which cities and towns
must now borrow.

County budgets are subject to the same borrowing problems, but
under somewhat different circumstances. They must be approved

and that approval usually is not
of each session. Meanwhile, the

annually by the General Court
forthcoming until June or July
counties, too, must borrow.

Financing Proposed Change.
of fiscal year is the problem of
January 1 to June 30. Amonc

The greatest obstacle to a change
financing the interim period from
the methods available is one by

•which taxes might be increased over a five-year span in order to
Accumulate the necessary reserves to adopt the new basis.

It is also possible to change to the July 1 fiscal year by adopting
budgets for either six or eighteen months and levying six or eighteen
month property tax bills, respectively. This disturbance of the
annual cycle would undoubtedly be a hardship on some taxpayers.

Cbc Commontoealtl) of £@assadbusetto
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Finally, the change might be financed by the favored method of
borrowing enough money to tide the cities and towns over the six
months’ hiatus. No tax bills would be issued for this period; in-
stead, taxpayers would have their subsequent annual bills increased,
usually over a ten or twenty year period to meet the interest and
principal payments required to retire the bonds.

Boston, for example, would be obliged to issue some $6O million
in bonds to put the plan into effect. The retirement of these bonds
would add $2.80 to the annual tax rate for principal and interest-
payments over a 20-year period. At the end of that period, two*
thirds of present annual interest costs of temporary borrowing,
about 80 cents on the tax rate, would be permanently eliminated.
It would obviously be less expensive to pay the higher amounts
for a relatively short term than to go on indefinitely paying present
costs of anticipatory borrowing.

Practice Elsewhere. Twelve States have a fiscal year from July 1
to June 30 which is co-terminous with that in their cities and towns,

s are included among the twelve,
itus, inasmuch as all fiscal years
in the Commonwealth are on a

None of the larger industrial Stab
Massachusetts approaches this st
of the cities, towns and counties
uniform calendar year basis.

Advantages of Proposed Change.
of proponents for the change ove

- The most important argument
is the savings to be effected by

avoidance of interest costs of annual temporary tax anticipation
notes. Even though interest costs may temporarily be higher as
the result of the borrowing needed
they will ultimately be more than
on tax anticipation notes which an
situation.

to adjust taxes to the new basis,
counterbalanced by the interest
now a permanent feature of the

Present tardy budget formulation and adoption are contrary to
recognized financial and budgeting precepts, in that city and town
budgets take effect so long after each fiscal year has begun. Sound
budget procedure calls for budgeting before each fiscal year starts.
This would be achieved by the proposed change. £

Present budget procedures now saddle a newly elected adminis-
tration with an initial budget in which its policies have played little
part. The proposed change wnuld give it six months to work out
any budget changes called for by the policies on which its campaign
may have been waged.
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Disadvantages of Proposed Change. Opponents agree that the
most practical method of financing the necessary change over is by
borrowing, but argue that additional borrowing at this time is too
heavy a load for already overburdened municipalities. In any
event, Boston officials state unequivocally that they would be unable
to float the necessary $6O million bond issue without paying exorbi-
tant interest.

In contrast with the opposition of experts to tardy annual budget
passage, as noted previously, town officials of Massachusetts insist
uhat it is more important to know exactly what has been spent in
the year just closed. Hence they prefer to delay budget formula-
tion and passage and not to change traditional annual town meet-
ing dates in February, March or April, during which the budget has
always passed.

Finally, the proposed change would necessitate repeal or amend-
ment of at least 50 statutes a difficult task.

Alternatives to Proposed Change. Among the alternatives to the
proposed change, it is argued that a one-third reduction in antici-
patory borrowing can be achieved much more simply; namely, by
a statutory amendment advancing the penalty date for non-payment
of property taxes from November 1 to July 1.

In place of the above penalty plan it has been suggested that the
Kansas 2 per cent discount method might be used to coax rather
than force early tax payment.

Another alternative might be a variation of the “New Jersey”
plan, which, if adopted, would cut anticipated borrowing by two
thirds, through issuance of two semi-annual tax bills, one, for the
first half year of taxes based on the previous year’s tax rate, to be
payable April lor May 1; and a second, or final, tax bill which
would include the necessary adjustment to the new tax rate and
assessed valuation.

Finally, it is proposed that the new fiscal year might be applied
unly to the cities and not to the towns with their traditional spring
Smnual town meetings at which town budgets are adopted.
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JANUARY 1.

Scope of Study

Senate, No. 355, filed by Senator Frank Foster on behalf of the
mayor of Boston, and passed by the General Court as chapter 3 of
the Resolves of 1957, directed the Legislative Research Council to
study the advisability of changing the fiscal year of municipalities
from the calendar year to the fiscal year of the Commonwealth
(starting July 1).

It will be noted that the resolve uses the word “municipalities.”
Webster’s dictionary defines a “municipality” as “a town, city or
other district having powers of local self-government.”

A broad interpretation of this definition could conceivably include
water districts, school districts, authorities and other local political
entitites. This study has been largely restricted to those areas nor-
mally encompassed by use of the word “municipalities,” namely,
cities and towns.

hslative Background.

Prior to 1913 the fiscal vears of the cities and towns varied. Most
iscal years on November 30 or March 31. Inthem ended

1913 a Joint Special Committee on Municipal Finance recommended
that the fiscal year of all cities, except Boston, be changed to end
uniformly on November 30 to conform with the State’s then fiscsp.
year; and that the town fiscal year end on December 31. Only the
latter part of the recommendation was adopted (Acts of 1913, chap-
ter 692). Since 1913 the fiscal year of all towns has been the calen-

e State TaxIn 1934 the Legi n recommendati

Cbc CommontoealtJ) of Q^assacjnisetts
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r, Henrv F. Long, took 1
ction m n 3 til
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cities, placing their fiscal years on a calendar year basis (Acts of
1934, chapter 229).

Finally, in 1941, the State’s fiscal year, which had run from De-
cember 1 to November 30, was changed to conform to the federal
fiscal year, July 1 to June 30 (Acts of 1941, chapter 509).

None of the local authorities interviewed was able to pinpoint
ny legislative proposals after 1941 on the subject of change of fiscal

year. Since that year, therefore, the present arrangement has been
i*iu effect, namely, a fiscal year of all cities and towns from January 1

December 31; and a fiscal year of the Commonwealth from July 1
to June 30.

Summarizing, the 1913 action was taken to establish fiscal year
uniformity among the towns. The 1934 change for all cities of
Massachusetts completed that uniformity for all municipalities of
the Commonwealth. The 1941 shift in the State’s fiscal year was
made to bring us into line with the federal government. That
change had become a practical necessity after the Social Security
Act of 1935, which commenced payments of huge sums of money
to every State for public assistance, unemployment compensation
and other social welfare programs.

Definition of Fiscal Year.
A fiscal year is the business year for which appropriations are

made and during which they are expended, a period for opening and
closing the books on all financial transactions, including income and
outgo. Webster describes a fiscal year as “the uniform period be-
tween one annual balancing of financial accounts and the next.”

One of the complexities of the problem faced in this study stems
from the variety of other “years
about the fiscal year. For exampk
are the political year, the budget 3
lection year, the school year and t

dependent upon or revolving
interwoven with the fiscal year
ar, the tax assessment and col-

le calendar year

%

Chapter 11. Effect of Propo ;ed Change in Fiscal Year.
Present Tax Calend

The procedure for collection of
is spelled out in General Laws, c
chapter, tax bills must be sent n

al estate taxes in Massachusetts
pter 59, section 7. Under that
later than June 14, payable on
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July 1, but there is no penalty unless bills remain unpaid after
November 1. The penalty is, then, interest at 4 per cent computed
from October

As a practical matter, the statut
nored, except for interest penalties,
for Boston real estate tax bills to be
the statutory requirement. In fact
is not even acted on bv that date.

iry requirements are largely ig-
For instance, it is rare, indeed,
issued prior to June 14, despite
in many years the city budget

In any event, the cities and towns do not begin to receive sub-*
stantial real estate tax revenues until October and November or
each year. Since these revenues usually constitute some three
fourths of all municipal receipts, it is apparent that for nine months
of each fiscal year the cities and towns have very little of the cash
required to pay salaries and perform necessary services.

Delayed Collection requires Borrowing.

To meet the resultant financial problem the answer has been
simple and direct borrow. And the prime purpose of the pro-
posed change in fiscal year, according to its sponsors, is to avoid the
interest costs involved in such borrowing

To indicate the financial problem which this raises, the city of
Boston will be cited. Its current budget for 1957 is $176 million
for city, school and county expenses. Of this total, about $132
million represents real estate tax revenue, the collection of which
will not begin until October. The heavy short-term borrowing
which is therefore required in anticipation of these tax revenues
will, this year, cost the city of Boston $1,700,000 in interest, ac-
cording to Joseph P. Tally, city auditor.

In proportionate degree the same problem besets nearly every
city and town in the Commonwealth. The cost of this short-termed
borrowing to all the communities in the State is conservatively
estimated for 1957 at $5 million.

*
Borrowing to be reduced under Proposed Fiscal Yeai
The proposed change of fiscal year from the calendar basis

(January 1 to December 31) to the state basis (July 1 to June 30)
will require a change in the statutory date of annually closing the
property assessment rolls from January Ito July 1. If the present



1957.] SENATE No. 735. 13

'I

*

tax collection calendar remains undisturbed, the cities and towns
would only be obliged to borrow in anticipation of taxes for about
a four-month period, from July 1 to October 30, rather than a ten-
month period, from January 1 to October 30.

The resultant savings would amount to about $1 million annually
for Boston, and to proportionately smaller sums for the other cities
and towns.

Fiscal Year op Massachusetts Counties
Senate Resolve No. 355 makes no reference to counties, and it is

problematical whether a detailed discussion and analysis of their
fiscal policies lies within the scope of this study. However, a brief
examination into the effect of the proposed fiscal year change upon
county fiscal procedure is pertinent.

The fiscal year of the counties is the same as that of the mu-
nicipalities, namely, January Ito December 31. But the counties
have no tax problem, since they do not directly assess or collect
taxes of any kind.

County budgets are prepared by the county commissioners and
must be approved by the General Court. The cities and towns in
each county are then assessed their proportionate share of the
county budget. However, because legislative action on state and
county budgets is usually delayed until the end of the legislative
session, the counties find themselves in the same precarious financial
situation as the cities and towns. They must borrow.

In view of the fact that the counties have no property tax collec-
tion problem, and the fact that county budgets are inextricably
interwoven with state budgets, and must be approved by the
Legislature, strong support is also voiced for a change in fiscal year
for the counties to a July 1 basis. Certainly this less difficult step
would seem called for if the fiscal year of the cities and towns is
changed.

Chapter 111. Methods of Financing Change Over.

In order to effect the change in fiscal years it is necessary to
finance the hiatus or carry-over period of the initial six months from
January 1 to July 1. The many difficulties of surmounting this
problem have heretofore disheartened proponents of fiscal change in



SENATE No. 735. [July14

*

Massachusetts and elsewhere. Nevertheless, the problem has been
met and the difficulties overcome in many municipalities through-
out the country by the use of sev 1 special financial devices

Advancing Dub Dati of Property Tax.
change over, the Boston cityTo finance initial six-mont

auditor has suggested annually advancing the November penalty
date for non-payment of real estate taxes by one month each year
until 1961. In that year the penalty date would be permanently
tied to the July 1 opening date of the new fiscal year. The re-
sultant earlier collection of property taxes would therefore produce
the funds to provide the cities the wherewithal to pay for expendi-
tures starting July 1, 1961. Actually, this advance funding method
would be equivalent to compelling payment, over the next five
years, of twelve months’ taxes each eleven months.

A related type of advance funding would be to set the date for
change over to occur five years ahead in 1962. An estimate could
be made of the cost of financing the six months’ change over period,
and this cost, evenly distributed over the five years’ span, would be
added to the annual budgets. The taxpayers would thus pay higher
rates for five years to set up the required reserve.

Budget of Six or Eighteen Months’ Scope.

A simple approach to the financial adjustment for the initial
change in the fiscal year would seem to be either a six months’
budget or an eighteen months’ budget. Thus the Commonwealth
on the basis of a 1941 statute taking effect in 1943 changed the
beginning of its annual fiscal year from December 1 to July 1 by
adoption of a seven months’ budget.

It must be borne in mind, however, that the State’s financial
problems are quite different from those of its local governments.
State revenues are obtained from a variety of sources, income
tax, inheritance tax, gasoline tax, etc., and are not dependent upon
a real estate tax These state taxes can be made more easilv an-Wix. These state taxes can be made more easily ap-
plicable to a new fiscal per

fficulty of this plan would be that property ownersi

would be obliged to pay taxes needed to pay eighteen months of
expenditure within a period of twelve months. An arrangement
for six months’ installment payments of taxes during the eighteen
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might ease this difficulty. Evenmonth period and from then on
though this heavy payment woi

to adjust to the new basis, the r
hardship for many taxpayers. T

Id only be required once in order
ssult would inevitably be financial
icre would also be a corresponding

aortgagee relationships, especially whereconfusion m mortg:
banks are involved.

Borrowing to pay Six Months’ Costs
Because of the difficulties involv

approach to this problem, most communities throughout the country
have issued bonds to finance the interim period when fiscal yea
have been changed

Applied to Massachusetts cities and towns, this would mean that
property owners would pay no property tax during the six months’
change over. However, they would pay ; increased taxes over the
ten or twenty year period usually provided to retire the bonds
which met that half year of cost.

Boston, for instance, would be obliged to borrow some $6O million
to finance city services for six months. If this were done in 1958,
Boston taxpayers would receive no bills and pay no property tax
for the period January 1 to June 30. On July 1, 1958, property
owners would be assessed as of that date and would be billed for
full year’s property tax to apply to the fiscal year beginning July 1,
1958

If the above $6O million in borrowing is retired in ten years, $7
million would be added to annual budgets of the next decade ($6
million in principal, plus about $1 million in average interest pay-

rts at 3jA per cent). This budget increase would add about
14.90 to the tax rate during a ten years’ retirement period, and
about $2.80 to the tax rate over a twenty years’ retirement period

However, the current tax rate already includes about $1.20 for
1957 anticipatory, short-term borrowing. Since the proposed

change in fiscal years would eliminate approximately two thirds of
this cost, the added net tax required to retire the long-term debt
would amount to only $4.10 in the case of ten year bonds, or $2.00
in the case of twenty year bonds. Obviously, it is less expensive
to pay these larger amounts for limited periods than to go on pay-
ing 80 cents or more each year 11
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Similar planning and procedure could be followed for each city
and town in the Commonwealth, with the only difference being
the amounts involved. Boston officials, however, throw a damper
on this particular method of financing, for the present, at least, so
far as Boston is concerned. They emphasize that the city could
not float a $6O million bond issue without paying exorbitant rates
of interest. They point out that the Commonwealth has been
unable to obtain satisfactory rates for an $BO million bond issue
and was successful only when the amount was reduced to $2O million.

It is not anticipated that other cities and towns in Massachusetts
would encounter similar difficulty in the sale of their bonds, because
their issues would be so much smaller. However, if all the smaller
communities were to dump their bond issues on the open market
at the same time, the market might be flooded and the financial
success of the plan endangered.

Chapter IV. Fiscal Years in Other States.

What other States do regarding fiscal year uniformity is quite
pertinent to this report. But comparisons are often meaninglesi
without elaboration as to whys and wherefores. For instance, of
more than 155,000 governmental units in the United States, 67 per
cent end their fiscal on June 30, and only 16 per cent end their
fiscal year December 31. However, if the 100,000 school districts
are excluded, and only the 55,000 city, town and county units are
considered, the ratio is quite different. Then it will be found that
the majority end their fiscal year on December 31

Eleven States are stricter than Massachusetts in the collection
of taxes. (California, Maryland, Montana, New Hampshire, New
Jersey, North Carolina, South Carolina, Tennessee, Vermont

Wisconsin and Wyoming.) They have a shorter interval between
assessment of real estate taxes and the penalty date for non-pay-
ment, a matter of importance in the financial advantage of changing
the fiscal year. Some communities offer a discount or rebate for
early payment instead of applying a penalty for later payment.

Other comparative fiscal year statistics are summarized below
for the 48 States and the 481 cities of more than 25,000 population,
as compiled in two federal publications (United States Department
of Commerce, “City Government Finances in 1955,” and “State
Government Finances in 1956”):
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1. Of the 48 States, 44 (including Massachusetts) end their fiscal year on June 30.
The other 4 states are: Alabama (September 30), New York (March 31), Pennsyl-
vania (May 31), and Texas (August 31).

2. In 12 States, the fiscal year of the cities (June 30) is the same as that of the
States. As the list of 12 States indicates, they are with few exceptions relatively
new or sparsely populated: Arizona, Delaware, Montana, Nevada, New Mexico,
North Carolina, North Dakota, Oklahoma, Oregon, Vermont, West Virginia and
Wyoming.

3. In another 12 States (including Massachusetts), the fiscal year of the cities
ends on December 31, while the state fiscal year ends on June 30; Arkansas,
Colorado, Indiana, Kansas, Massachu setts, New Hampshire, New Jersey, Ohio,

Wisconsin.South Dakota, Utah, Washington and
4. In 1 State, Mississippi, the State’s

onsm
fiscal year ends on June 30, while its cities

close their fiscal year on September 30.
5. In the 23 remaining States the fisi :al years of the municipalities vary.

It will be noted that not one of the industrial and populous
States like Massachusetts has the same fiscal year for state and
city governments; and that from the point of view of uniformity of
fiscal year for local governments, Massachusetts rates considerably
higher than most. Here, all cities, towns and counties use the
same fiscal year period, January 1 to December 31.

Chapter V. Advantages of Proposed Change in Local Fiscal Year.

Savings in Interest on Borrowing.

It has already been specified that the major objective of the pro-
ponents of the change over is the saving to be effected by avoidance
of interest payments on temporary annual tax anticipation notes.
On the basis of the cost to the city of Boston of short-term borrow-
ing in anticipation of taxes ($1,700,000 in 1957), the total cost of
such borrowing for all cities, towns and counties is set, conserva-
tively, at $5 million annually. Counties have been included in this
estimate because they borrow in anticipation of budget appropria-
tions by the Legislature.

A change of fiscal year from calendar year to July 1 to June 30,
with tax collection dates remaining as they are, would clearly save
six months’ borrowing, or about two thirds of the present cost of
short-term financing. However, as has been indicated, the borrow-
ing required to make the change over will dwarf these savings for
a period.
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Sound Budgeting.

By law, mayors must now submit their budgets to their city
councils within forty-five days after organization of the city govern-
ment, and the councils are allowed forty-five more days to act on
the budgets (General Laws, chapter 44, section 32). The law
specifically excludes Boston, where the city council must act on the
budget by the first week in April (acts of 1909, chapter 486, section
3, as amended).

Town meetings act on town budgets in February, March or
April (General Laws, chapter 39, section 9).

In any case, budgets are submitted, debated and passed during
the fiscal year for which they are drawn. This is contrary to ac-
cepted principles of budgeting. All authorities are agreed that the
only proper method of budgeting is in advance of the period of
spending. In the words of one authority, “You can’t really plan
the rooms of a house after the foundation is in.”

In the words of another authority, Griffenhagen and Associates,
in their report on Boston to the Boston Finance Commission, on
March 1, 1949:

The operation of a publicly supported enterprise for any period without a budget
is universally condemned by authorities in the field of public administration, since
during this period the unit is proceeding without any semblance of a financial plan.

If over spending occurs during the two or three months of spend-
ing without a budget, it is clear that economies which are necessary
must then be squeezed into a nine or ten months’ period, making
the retrenchment much more painful.

For example, assume that a city council, embarking upon an
economy program, reduces a mayor’s budget from $l2 million to
$lO million. Normally, city councils complete budgetary delibera-
tions about April 1. During the previous three months the city
expenditures have been controlled by General Laws, chapter 44,
section 34, which limits those expenditures to approximately the
same amount spent during the same period in the previous year.
The result is that the $2 million cut must come out of $9 million
rather than $l2 million, a considerably greater percentage of reduc-
tion.
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In-Coming Administration.

The proposed July 1 fiscal year would also help meet the special
problems of a newly elected in-coming local administration. At
present, the new mayor must present his budget within a few weeks
after taking office. He must work under tremendous handicaps
and may know little about municipal administration. His depart-
ment heads may have taken office with him and could be quite un-
familiar with their duties. They must work with budgeted amounts
which may have been prepared with little attention to the opinions
and desires of the incoming administration. The resulting dis-
harmony and probable inefficiency in municipal government could
be avoided in considerable degree by a change in fiscal years which
would give a new, in-coming administration a "shake-down”
period of adjustment before submitting a new budget.

Other Arguments in Favor.
Proponents of the proposed change also point out that school

department budgets, reflecting the largest single item of expense in
most cities and towns, would fit snugly into the proposed fiscal year.
The present awkward method of financing school operations forces
parts of the appropriations from two different fiscal years of the
related city or town into one school year’s expenditures.

It is further argued that uniformity of fiscal years would facilitate
the compiling of necessary data for governmental and research
purposes

Finally, some municipal administrators find it very difficult,
under existing policies, to prepare estimates for budget purposes at
the end of the year, when the holiday season and spirit permeate
department personnel to an alarming and exasperating degree.

Chapter VI. Disadvantages of Proposed Change in Local Fiscal Year.

Cost of Change too Great

As previously explained, the bugaboo of finances has, in the past,
served to discourage communities all over the country from chang-
ing their fiscal years. The same problem is a powerful deterrent
today. Opponents feel it is too discouraging a prospect for a city
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like Boston to borrow $6O million; and for the other cities and towns
to borrow proportionately smaller sums. They believe that Massa-
chusetts communities already carry too heavy a financial burden
to justify substantial additional debt, even for a comparatively few
years. They emphasize that other alternatives, discussed below,
are available to reduce considerably the present need and cost of
anticipatory borrowing.

Late Local Budgets deemed Acceptable

As to the question of proper budgetary procedure and controls,
the towns, particularly, seem to be perfectly satisfied with the
present practice of budgeting several months after the fiscal year
has begun. That way, they feel, expenditures for the previous
fiscal year are known exactly, down to the last penny. The town
authorities believe it is better to know exactly what has been
spent and what is left over than to budget without that knowledge.

111-Advised to change Traditional Annual Town Meeting
Dates.

By law annual town meetings must be held in February, March
or April of each year (General Laws, chapter 39, section 9).

The Massachusetts Constitution which was adopted in 1780
pre-dated even the Constitution of the United States, and the
statute setting the time for town meetings was passed only five
years thereafter. It is, therefore, one of the oldest statutes in the
General Laws. The town meeting, indigenous only to New England,
is famous throughout the world and hallowed by tradition.

Although the proposed change in fiscal year to a July 1 basis
would not absolutely require modification of historic town meeting
dates, budget action by town meetings in March would occur too
long before the beginning of the new fiscal year. Proper and sound
fiscal procedure calls not only for budget approval before the begin-
ning of the fiscal year, but also for such approval to take place as
near in time as possible, to the beginning of the fiscal year.

If the new fiscal year is fixed, as proposed, to start July 1, final
budget passage should occur in late June. Any proposal to alter
the annual date of town meetings to that month is bound to arouse
a storm of protest. Moreover, town officials claim that town
meeting attendance is poor at special meetings held either in the
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fall, winter or summer. They insist that experience has proved
early spring to be the time of year best suited for maximum attend-
ance.

Statutory Difficulty of applying Change Over.

It is estimated that at least 50 statutes would require repeal or
amendment in order to legally effect a change in fiscal years. Some
of these statutes have already been noted, such as General Laws,

!A chapter 59, section 57 (Date for Payment of Taxes); General Laws,
chapter 44, section 32 (Budgets in Cities); and Acts of 1909, (chap-
ter 486, section 3, as amended (Boston Budget).

Other statutes include: General Laws, chapter 41, section 60
(Annual Report of Town Accountants); General Laws, chapter 41,
section 120 (Financial Year of All Fire, Water, Light and Improve-
ment Districts); General Laws, chapter 44, section 5 (Provisions
for Town Borrowing); General Laws, chapter 59, section 23 (Fixing
of Tax Rates of Cities and Towns); and General Laws, chapter 60,
section 2 (Collection and Payment Over of Taxes to Treasurer).

Ferreting out all of the applicable statutes for repeal or amend-
ment is a task of major proportions hardly justified by the meager
benefits to be achieved, according to opponents of the proposed
change. Many of these statutes are reprinted by the State Depart-
ment of Corporations and Taxation in its annual “Municipal Bulle-
tin — Extracts from the General Laws,” issued by the Bureau of
Accounts.

Chapter VII. Alternatives to Changing Local Fiscal Year.

It would seem that the compelling motive behind the proposal
for a fiscal year change is to avoid anticipatory borrowing and thus
save millions of dollars annually. On this score there are several
alternative suggestions for attaining the objective without changing
fiscal years, as indicated below.

*
Earlier Payment of Taxi

The present temporary borrowing in tax anticipation revolves
about the delay in collection of property taxes. The statutes re-
quire payment on July 1, but attach no penalty unless taxes remain
unpaid after November 1 (General Laws, chapter 59, section 57).
A statutory amendment advancing this penalty date to July 1 would
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provide considerable financial assistance by cutting four months off
the period during which cities and towns presently operate without
tax revenue. Instead of borrowing to pay eight to ten months of
expenditure, the municipalities would be obliged to borrow to cover
only four to six months of such spending. It must be emphasized
that benefits are wholly contingent on strict enforcement of the
statutory requirement that tax bills be sent out on or before June 14.

Sending of Preliminary Bills.

An interesting method for early collection of taxes is found in the
State of New Jersey. There, taxes are paid in four installments.
The first installment, due shortly after the beginning of the fiscal
year, and also the second, based on the previous year’s tax rate.
The last two installments are adjusted to conform with the new
budget as finally enacted and any revision of property assessments.

If applied to Massachusetts by amendment solely of General
Laws, chapter 59, section 57, the method could be tailored to meet
local needs. Perhaps two annual installments would be sufficient
and simpler. Thus, one half payment might be demanded on April 1
or May 1 (with penalty for non-payment), based on the previous
year’s rate. The second adjusted payment would then be made on
the regular October 1 or November 1 date.

The result of such a method is clear. Cash for municipal operat-
ing expenses becomes available early in the fiscal year. Borrowing
is cut to a minimum, and millions of dollars are saved. Taxpayers
would encounter no particular hardships. Homeowners could suffer
no loss or inconvenience, since most homes are mortgaged and banks
ordinarily have received six months’ taxes by April 1 or May 1 from
their mortgagors.

In connection with this study the New Jersey plan was discussed
with several local city and town finance officers. They found no
objection to it from the standpoint of government beyond the slight
additional cost for preparation and mailing of two or four tax bills,
rather than one. All agreed that substantial savings would be"
effected in Massachusetts.

Change of Present Budgeting Policies.
Advancement of tax collections and the institution of proper

budget procedure could both be attained without changing the
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present fiscal year, by requiring budget approval before the new
fiscal year starts on January 1. Tax bills could then be sent before
June 14, and their payment be required by July 1.

However, such a step would meet with vigorous disapproval from
town authorities because town meetings would become necessary in
November or December.

Other Suggestions.

lt will be recalled that an earlier section of this report dealt with
w the savings that could be realized by advancing the penalty date

for non-payment of the real estate tax bill from November 1 to
July 1. It was pointed out that this single change in the law
(General Laws, chapter 59, section 57) would materially reduce the
amount of necessary tax anticipation notes because borrowed money
would be required to cover the expenditures of only six months in
place of nine to ten months, and total interest costs would be cut
proportionately.

Instead of a penalty approach to bring about earlier tax pay-
ments, various governmental jurisdictions prefer to use the discount
method, which is a sort of penalty idea in reverse. Kansas, for ex-
ample, finds that a 2 per cent discount is quite effective in bringing
about early payment.

Under this method the government must, of course, levy a slightly
higher tax rate to meet the discounts paid to the “early” taxpayers.
Actually the tax burden of these early taxpayers is substantially
unchanged, however, because their tax bills as discounted will then
be identical with what they would have been without any dis-
count method in effect. In so far as individuals prefer to pay late
they are penalized by the slight increase required in the tax rate,
but this seems fair since they have been able to retain their tax
money for private purposes longer than in the case of the “early”
taxpayers.

Another suggestion has been made that the proposed change in
fiscal years should apply only to cities and not to the towns. It is
pointed out that the cities borrow most for interim financing.
Furthermore, most of the opposition to the proposal would be
stymied, since it stems, primarily, from the towns. Tradition
would be placated.
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