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ESTABLISHING A REVOLVING FUND FOR TOBACCO 

The purpose of establishing a revolving fund within the Health Department to be dedicated to tobacco control efforts is to provide a source of income to sustain activities which will provide the community with education and enforcement.  Regardless of whether or not a community is part of a collaborative funded through the Department of Public Health/Massachusetts Tobacco Control Program, state and municipal funding for tobacco control activities have frequently been insufficient and inconsistent over the last 30 years.  A dedicated revolving fund will provide the health department with resources to conduct retail tobacco inspections and compliance checks in tobacco retailers; and continue to educate the community of the effects of tobacco use, including vaping and oral nicotine products, and the resources available to assist with cessation.




















Information that may be helpful in efforts to establish a revolving fund:

PURPOSE:  The purpose of establishing a municipal revolving fund is to provide a department with the financial resources outside of the municipal budget to conduct specified activities.  These resources can originate from fees, charges or other receipts from that department.
BOH AUTHORITY:  Chapter 111, Sec. 31 of M.G.L. states, “Boards of Health may make reasonable health regulations.”  
FEES:  Chapter 40, Section 22F states “Any municipal board or officer empowered to issue a license, permit, certificate, or to render a service or perform work for a person or class of persons, may, from time to time, fix reasonable fees for all such licenses, permits, or certificates issued pursuant to statutes or regulations wherein the entire proceeds of the fee remain with such issuing city or town …”  Municipalities are allowed to recover 100% of the cost of providing fee-based services including direct and indirect costs.
DETERMINING COST:  To determine a reasonable fee, considerations include but are not limited to:  (1) staff time to conduct and inspection; (2) staff time to document the inspection, write reports; (3) mailing and filing charges; (4) follow-up time; (5) keeping of records.
PROCESS:  When a department has determined that a fund of money is available that can be certified as not having been used to compute the most recent tax levy, the process can begin to establish a revolving fund which would give that department the resources to conduct specified activities.  In obtaining the approval of the Select Board or Mayor, the requesting department should be prepared to:  (1) give an overview of Board of Health responsibilities in the area of concern; (2) describe the projected costs of the activities to be conducted; (3) identify the resources which would pay for these activities or services without utilizing property tax dollars.  The same information should be presented to the finance Committee or Budget Office.  For towns, once approval to proceed is received, the warrant article should be drafted and submitted for approval of the appropriate voting body.
A revolving fund must specify: (1) the program or activities for which the fund may be expended; (2) the departmental receipts in connection with those programs or activities that shall be credited to the revolving fund;(3) the board, department or officer authorized to expend from such fund; and (4) any reporting or other requirements the city or town my impose.
RELEVANT LAWS:
Title VII, Chapter 44, Section 53E1/2:  No revolving fund can be made for the purpose of paying wages or salaries for full-time employees unless the fund is also charged with the costs of fringe benefits associated with those wages.  The total amount of income and expenses must be reported annually.  If a fund is not being reauthorized or the purpose for the fund is being changed, at the end of the fiscal year the balance of the fund reverts to surplus revenue unless the legislative body votes to transfer the balance to another fund established under this section.  The ordinance or by-law establishing a revolving fund shall specify: (1) the programs or activities for which the fund may be expended; (2) the departmental receipts that will be credited to the fund; (3) the board, department or officer authorized to spend the fund; and (4) any reporting or other requirements the city or town may impose.  The establishment of the fund cannot begin later than the beginning of the fiscal year.
Municipal Modernization Act:  Enacted during the 2015-2016 legislative session.  The relevant change it brought to revolving funds for Board of Health tobacco control was that the fund can be established through a one-time enactment of a by-law or ordinance at the local level, eliminating annual authorization for everything except the total budget amount.  The Act also eliminated the cap that can be spent from the funds.
MODEL BY-LAW OR ORDINANCE:
Prior to using the model, municipalities should consult with municipal counsel to ensure consistency with style, organization and format, and compliance with applicable charter provisions and statutory requirements.















MODEL
DEPARTMENTAL REVOLVING FUND BY-LAW/ORDINANCE
G.L. c. 44, § 53E½

Model should not be used without the advice of municipal counsel
Footnotes are not part of Model and are informational only


ARTICLE/ORDER. To see if the town/city will vote to amend the general by-laws/ordinances of the town/city by adding a new section to establish and authorize revolving funds for use by certain town/city departments, boards, committees, agencies or officers under Massachusetts General Laws Chapter 44, § 53E½, or take any other action relative thereto. (Majority vote to adopt or amend general by-law/ordinance)

VOTED: To amend the general by-laws/ordinances of the town/city by adding the following
new section:

[FOR ALL MUNICIPALITIES]
DEPARTMENTAL REVOLVING FUNDS

1. Purpose. This by-law/ordinance establishes and authorizes revolving funds for use by
town/city departments, boards, committees, agencies or officers in connection with the
operation of programs or activities that generate fees, charges or other receipts to support all
or some of the expenses of those programs or activities. These revolving funds are
established under and governed by General Laws Chapter 44, § 53E½.

2. Expenditure Limitations.1 A department or agency head, board, committee or officer may
incur liabilities against and spend monies from a revolving fund established and authorized
by this by-law/ordinance without appropriation subject to the following limitations:
    A. Fringe benefits of full-time employees whose salaries or wages are paid from the fund
shall also be paid from the fund [, except for those employed as school bus drivers2].
    B. No liability shall be incurred in excess of the available balance of the fund.
    C. The total amount spent during a fiscal year shall not exceed the amount authorized by
town meeting/town/city council on or before July 1 of that fiscal year, or any increased
amount of that authorization that is later approved during that fiscal year by the
select board and finance committee/mayor and city council.

3.  Interest.3 Interest earned on monies credited to a revolving fund established by this bylaw/ordinance shall be credited to the general fund.



1 Expenditure limitations set by G.L. c. 44, § 53E½.
2 Add exception set by G.L. c. 44, § 53E½ if authorizing a fund for non-mandated school bus service.
3 Interest treatment set by G.L. c. 44, § 53E½.
4. Procedures and Reports. Except as provided in General Laws Chapter 44, § 53E½ and this
by-law/ordinance, the laws, charter provisions, by-laws/ordinances, rules, regulations,
policies or procedures that govern the receipt and custody of town/city monies and the
expenditure and payment of town/city funds shall apply to the use of a revolving fund
established and authorized by this by-law/ordinance. The town accountant/city auditor shall
include a statement on the collections credited to each fund, the encumbrances and
expenditures charged to the fund and the balance available for expenditure in the regular
report the town accountant/city auditor provides the department, board, committee, agency or
officer on appropriations made for its use.

5. Authorized Revolving Funds
.
[FORMAT 1 – Separate subsections establishing each fund]

5.1 _________ Revolving Fund.

5.1.1 Fund Name. There shall be a separate fund called the _____ Revolving Fund authorized
for use by the ____________ Department/Board/Committee/Agency/Officer.

5.1.2 Revenues.4 The town accountant/city auditor shall establish the _____ Revolving Fund as a
separate account and credit to the fund all of the (Insert list of specific fees, charges or other
receipts to be credited to the fund) charged and received by the
Department/Board/Committee/Agency/Officer in connection with ____________ (Insert
departmental program or activity generating the monies).

5.1.3 Purposes and Expenditures.5 During each fiscal year, the ________ Department
Head/Board/Committee/Agency/Officer may incur liabilities against and spend monies from the
_________ Revolving Fund for (Insert list of types of program or activity expenses that may
be charged to the fund) in connection with ____________ (Insert departmental program or
activity generating the monies).

(Insert any program or activity expenses that may not be charged to the fund, i.e., will be
funded through a regular budget appropriation, require prior approval or are subject to
some other limitation or condition).

5.1.4 Other Requirements/Reports. (Insert any specific reporting or other requirements the
town/city wants to apply to this fund).

5.1.5 Fiscal Years. The _________ Revolving Fund shall operate for fiscal years that begin on or
after July 1, ______. (Insert any sunset or termination provision that the town/city wants to
apply to this fund)




4 G.L. c. 44, § 53E½ requires by-law/ordinance to specify fund revenues.
5 G.L. c. 44, § 53E½ requires by-law/ordinance to specify who is authorized to spend from fund and the expenses of
the program or activity for which fund monies may be spent.

[FORMAT 2 – Table establishing each fund]


The Table establishes:
A. Each revolving fund authorized for use by a town/city department, board, committee, agency or officer,
B. The department or agency head, board, committee or officer authorized to spend from each fund,6
C. The fees, charges and other monies charged and received by the department, board, committee, agency or officer in connection with
the program or activity for which the fund is established that shall be credited to each fund by the town accountant/city auditor,7
D. The expenses of the program or activity for which each fund may be used,8
E. Any restrictions or conditions on expenditures from each fund;
F. Any reporting or other requirements that apply to each fund, and
G. The fiscal years each fund shall operate under this by-law/ordinance.
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6 G.L. c. 44, § 53E½ requires by-law/ordinance to specify who is authorized to spend from fund.
7 G.L. c. 44, § 53E½ requires by-law/ordinance to specify fund revenues.
8 G.L. c. 44, § 53E½ requires by-law/ordinance to specify the expenses of the program or activity for which fund monies may be spent.
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