
 

OVERLAY 

PURPOSE 
 
To ensure the proper treatment of the overlay account, this policy sets guidelines for determining 
the annual overlay amount in the Town’s budget and for deciding whether any overlay balance can 
be certified as surplus. The allowance for abatements and exemptions, commonly referred to as the 
overlay, is an account to offset anticipated abatements and exemptions of committed real and 
personal property taxes. The account may also be charged in the event property taxes are deemed 
to be uncollectable. 

 
Effective November 7, 2016, the Municipal Modernization Act (Chapter 218 of the Acts of 2016) 
(Municipal Modernization Act) provides for a single overlay account. Previously, a community had 
to maintain separate overlay reserves for each fiscal year and could not use the surplus from one 
year to cover another year’s deficit without a multistep process involving the assessors, accounting 
officer, and local legislative body. However, the Act allows all existing overlay balances to be 
transferred to a single account. Although this policy treats overlay as a single account, to continue 
historical information and facilitate reconciliations, the Town Accountant may elect to maintain 
subsidiary ledgers by levy year for overlay balances. 

 

APPLICABILITY 
 
This policy applies to the job duties of the Board of Assessors, Principal Assessor, and Town 
Accountant, as well as to the Selectmen’s and Finance Committee’s responsibilities as budget 
decision makers. 

 
POLICY 

 
A. Annual Overlay 

 

Each year, the Board of Assessors shall vote in an open meeting to authorize a contribution to the 
overlay account as part of the budget process and to raise it without appropriation on the Town’s 
Tax Recap Sheet. The Principal Assessor will propose this annual overlay amount to the Board of 
Assessors based on the following: 

 
● Current balance in the overlay account 

● Five-year average of granted abatements and exemptions 

● Potential abatement liability in cases pending before, or on appeal from, the Appellate Tax 

Board (ATB) 

● Timing of the next certification review by the Division of Local Services (scheduled every five 
years under the Municipal Modernization Act) 

https://malegislature.gov/Laws/SessionLaws/Acts/2016/Chapter218


 

The Board of Assessors shall notify the Town Accountant of the amount of overlay voted. 
 
B. Excess Overlay 

 

Annually, the Town Accountant and Principal Assessor will conduct an analysis to see if there is any 
excess in the overlay account by factoring the following: 

 

Current balance in the overlay account after reconciling with the Town Accountant’s records 
● Balance of the property tax receivables, which represents the total real and personal 

property taxes still outstanding for all levy years 

● Estimated amount of potential abatements, including any cases subject to ATB hearings or 

other litigation 

 
Upon determining any excess in the overlay account, the Principal Assessor shall present the 
analysis to the Board of Assessors for its review. 

 

C. Overlay Surplus 
 

In consultation between the Principal Assessor, the Town Accountant and the Town Administrator 
during the budget review process, if there is an excess balance in the overlay account, the Board of 
Assessors will be advised and shall formally vote in an open meeting to certify the amount to 
transfer to overlay surplus and shall notify the Board of Selectmen and Town Accountant  in writing 
of its vote. If the Board of Selectmen makes a written request for a determination of overlay 
surplus, the Board of Assessors shall vote on the matter at their next scheduled meeting and notify 
the Board of Selectmen and Town Accountant of the result in writing. 

 

After being certified, Town Meeting may appropriate overlay surplus for any lawful purpose until 
the end of the fiscal year. However, the appropriation should be as prescribed in the Town’s 
Forecasting policy (re: treatment of one-time revenues) and its Financial Reserves policy (re: overlay 
surplus). Overlay surplus not appropriated by year-end closes to the general fund’s undesignated 
fund balance. 

 

REFERENCES 
M.G.L. c. 59, §25 
Chapter 218 of the Acts of 2016 

 

Hubbardston Forecasting Policy  

Hubbardston Financial Reserves Policy 
 

DLS Informational Guideline Release 16-104: Overlay and Overlay Surplus 
 

EFFECTIVE DATE 
This policy was adopted January 2019. 

https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter59/Section25
https://malegislature.gov/Laws/SessionLaws/Acts/2016/Chapter218
http://www.mass.gov/dor/docs/dls/publ/igr/2016/igr16-104.pdf

