
REPORT TO THE CITIZENS OF THE TOWN OF STOCKBRIDGE 
                                 FROM THE FINANCE COMMITTEE 
    APRIL 30, 2020 
 
The Finance Committee has met to consider the implications of 
the coronavirus pandemic on the Town’s current and future 
finances.   
 
This report is issued pursuant to our authority and 
responsibility under Article IV, Section 2 of the Town By-Law 
which provided in part as follows: “The committee shall fully 
inform itself as to the financial condition of the Town, and also 
prepare a statement of the fixed charges against the town for 
which taxes must be levied.  All town officials are required to 
furnish the Finance Committee with any facts or figures in 
their possession that may be requested of them….” 
 
The Committee has examined the FY2019 Audit Report and 
spoken with the town’s independent auditor.  It has also 
reviewed current year to date income and expense statements 
and conferred with the town’s accountant.  The committee has 
also conferred with officials of other towns and 
representatives of the Berkshire Hills Regional School District 
for advice and information regarding portions of this report.  
 
Based on the above, the Committee has the following 
observations and concerns: 
 

1. There will be cash shortfalls for FY20, and subsequently 
for FY 21, and possibly beyond.  Although it is difficult to 
predict the precise amounts because of the imprecise 
timing of payments, it seems certain that hotel and meals 
tax revenues, which were $430K in FY19, will fall well 
below that level. 
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Investment income on deposits ($116K in FY2019) will 
be reduced as a result of the decline in the Federal funds 
rate and the related reduction in Treasuries and other 
government obligations. 
 
Trash collection fees which were $102K in FY19 will be 
reduced by upwards of $58K, as a result of the delayed 
implementation of transfer station fees in FY20. 
 
Payments in lieu of taxes of $61K from various non-
profits may be compromised as a result of closings. 
 
Permit and license fees of $393K for FY20 have already 
declined in FY20. 
 
On a positive note, expenses appear to be tracking the 
FY20 budget for the period ending June 30,2020. 
 

2. The outlook for FY21, commencing on July 1, 2020, is less 
certain.  The pressure on income as outlined above will 
continue for some time and, if the summer cultural event 
schedules are cancelled, as now seems likely, the visitors 
to the town and the region will decline from prior years 
with significant decreases in tourism related income. 
 
There are additional concerns for FY21.   
 
Building permit fees and related inspection fees may 
decline further. 
 
State contributions to highway construction (Chapter 90 
funds) may be reduced or possibly not funded from a 
level of $191K in FY19. 
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Vehicle excise taxes may decrease with the significant 
decline in new vehicle sales. 
 
The Town may experience cash flow declines related to 
the extended delayed payment of real estate taxes and a 
loss of income from late payments as the interest rate is 
reduced from the current 14%. 
 
State grants for infrastructure improvements, which 
Stockbridge has relied on for bridge reconstruction and 
sewer and water projects, may be curtailed, leaving the 
Town in a vulnerable position if major work is required, 
which must be paid from appropriations or borrowing, or 
both. 
 
Furthermore, if the State budget is stressed, as predicted 
by Governor Baker, funding for the State’s match for CPA 
projects may be reduced, or even eliminated temporarily. 
 
Although expenses can be controlled for services 
provided by the Town, those, such as ambulance service, 
the expenses of Tri-Town Health Services, Police 
emergencies, and the regional school district are beyond 
our immediate control and may be subject to increase as a 
result of the necessary responses to Covid-19, or may be 
increased as a result in cuts in state educational 
reimbursements under the Chapter 70 funding program, 
and the Chapter 71 transportation grants, - which, 
together total nearly $3.8 million, for the School District. 
 
There are unknowns related to possible reductions in the 
total assessment of property.  It is also possible that 
property values may increase as a result of properties 
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being purchased by buyers leaving more populated areas 
for Stockbridge.  
 
Additional unknowns could be reductions in Federal 
support for state funded programs and grants, as well as 
direct grants to municipalities such as FEMA grants, 
which the Town has been awarded for public works 
projects.   
 
In addition, it is difficult to calculate the impact of 
increased unemployment on revenues. 
 

3. The committee has reviewed the Town’s liabilities under 
the Berkshire Retirement System pension fund, and for 
retiree health benefits - sometimes referred as OPEB.  
Liabilities for both are calculated by actuaries 
incorporating historic rates of return on invested funds.   
 
The FY19 Audit Report calculates that a 1% decline in 
investment yields would increase the Town’s liability by 
$1.5 million in both funds.  As noted above, investment 
returns have declined in the past three months from their 
high point.  It is expected that the market will fluctuate 
substantially in the immediate future, but projections do 
not have it regaining what it lost for some time.  Although 
this does not represent an immediate cash flow challenge, 
it may in the future unless yields increase or 
contributions to these funds also increase. 

 
Due to the Town’s excellent previous funding efforts for 
our OPEB liability, the Finance Committee recently 
recommended a decrease in the OPEB contribution from 
$350K to $150K for FY21, in order to accommodate 
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budget shortfalls.  The Finance Committee has further 
recommendations regarding this matter, outlined below. 
 
What is missing from this discussion is a projection of the 
cost to fund OPEB for the school district.  It is our 
recommendation that the Town require that the school 
district provide the Town with information regarding this 
unquantified liability. 
 

4. Because of the pressures on FY20 and FY21 budgets as 
noted above, we are recommending the following: 
 
A. Use of Free Cash to cover FY20 shortfalls, subject to 

MASS Dept of Revenue guidance and approval, and in 
amounts which will not exceed the Town’s reserve 
policy of maintaining free cash and stabilization funds 
of 10% each respectively.  Note: Strict adherence to 
the guidance of the Division of Local Services of the 
Massachusetts Department of Revenue is essential for 
use of free cash and other budget changes from past 
practices. 

 
B.  Imposing a hiring freeze for all non-essential positions. 
 
C. If a budget cannot be agreed upon by June 30, 2020, 

fund FY21 on a 1/12 budget, using FY20 budget with a 
discount using the percentage of decline in revenues 
for FY20 as a guide. 

 
D. The following proposed warrant articles for FY21, to 

be presented at this year’s Annual Town Meeting 
should be removed unless otherwise noted:  
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(i)           Appropriation of Funds, the use of free cash or 
debt financing to purchase any property. 
 

(ii) Appropriation of $196K to reconstruct Civil 
War Memorial, unless a qualified structural 
engineer establishes that the Memorial is in 
imminent danger of collapse. 

 
(iii) Appropriation of $228K for Chime Tower 

reconstruction, subject to the above 
consideration regarding the Civil War 
Memorial 

 
 

(iv) Appropriation of $78K for reconstruction of 
the cemetery building 
 

(v) Appropriations for purchase of any capital 
equipment unless there is a demonstrated 
need on a case-by-case basis for it 

 
E. The following additional recommendations are 

designed to provide some measure of tax relief: 
 
(i)           Suspend 3% Tax for Town’s CPA contribution, 
               but only to the extent permitted by law. 
 
(ii) Reduce penalty interest on late payment of all 

taxes for the next year. 
 

(iii) Use CPA funds to pay for all projects with a 
historic designation, such as the restoration of 
the Curtisville Bridge, and use CPA funds to pay 
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for all Parks and Recreation expenses provided 
they are permitted under the CPA. 

 
(iv) Review all bond indebtedness to determine 

whether they can be refinanced at lower rates. 
 
F. The approvals which the Finance Committee gave for 

the Town’s operating budget in February of this year 
were, of course, not based on the economic challenges 
which the Town now faces, due to the COVID-19 
pandemic, as we have outlined above.  
 
Accordingly, we strongly recommend to the Select 
Board that it revisit each of those budget categories 
and resubmit them to this Committee for another 
review.   
 
Therefore, we hereby propose to revoke the 
Committee’s prior approval of the Town’s operating 
budget at our next scheduled Finance Committee 
meeting. 

 
5. A review should be made of all uninsured investments 

which are currently in excess of $6.1 million.  We 
recognize that portions of that amount are held in 
uninsured State Funds (OPEB), but nonetheless, a risk 
analysis is needed. 
 

6. The Town’s current investment grade rating of AA+ is a 
reflection of our prior fiscal prudence and our leadership 
in funding our OPEB liability.  Continuing that course is 
essential to maintaining a bond rating which enables the 
Town to borrow at very favorable rates of interest 
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However, given the extraordinary pressure on the income 
side of our financial statement, the Finance Committee is 
recommending that no OPEB contribution be made for 
FY21. 
 

7. The Town is fortunate that expenses have been 
controlled, long term debt is well within appropriate 
levels, our borrowing capacity remains high, and the 
Town has reserves which are substantial, though not 
limitless. 
 
To ensure that these conditions remain hallmarks of our 
finances, the Town must exercise prudence, and 
responsible actions, based on analytic reviews of budgets.   
 
Cash flow models for FY21 and beyond must be 
developed.  Stress tests which assume decreases of 
income must be provided. 

 
8. Previously, our rating agency, Standard & Poor’s 

commented that the weakness in our financial model was 
our reliance on residential real estate taxes and one 
industry – the tourist economy.   
 
Never has this been truer and more problematic. 

 
Respectfully submitted, 
 
Jay Bikofsky, Chairman 
Steve Shatz 
Jim Balfanz 
Neil Holden 
Diane Reuss 
Bill Vogt   


