
Town of Brewster Financial Policies 

FINANCIAL RESERVES 

PURPOSE 
To help the Town stabilize finances and maintain operations during difficult economic periods, this 
policy establishes prudent practices for appropriating to and expending reserve funds. To best plan 
for long-term financial sustainability, Brewster can use its reserves to finance emergencies and other 
unforeseen needs, to hold money for specific future purposes, or, in very limited instances, to serve 
as revenue sources for the annual budget. Reserve balances and related policies can also positively 
impact the Town’s credit rating and consequently its long-term cost to fund major capital projects. 

APPLICABILITY 
This policy pertains to the short- and long-range budget decision-making duties of the Select Board, 
Town Administrator, Finance Committee, Water Commission, and Golf Commission. It also applies to 
the related job duties of the Finance Director and Board of Assessors. 

POLICY 
The Town is committed to building and maintaining its reserves so as to have budgetary flexibility for 
unexpected events and significant disruptions in revenue-expenditure patterns and to provide a 
source of available funds for future capital expenditures. The Town will strive to maintain overall 
general fund reserves in the level of twelve to twenty percent (12-20%) of the annual operating 
budget. Adherence to this policy will help the Town withstand periods of decreased revenues and 
control spending during periods of increased revenues. There are multiple types of reserves, 
including free cash, stabilization funds, special revenue fund reserve balances,  overlay surplus, and 
retained earnings (as appropriate). 

A. Free Cash 

The Division of Local Services (DLS) defines free cash as “the remaining, unrestricted funds from 
operations of the previous fiscal year, including unexpended free cash from the previous year.” DLS 
must certify free cash before the Town can appropriate it. 

To generate appropriate levels of free cash, the Town Administrator will propose budgets with 
conservative revenue projections, and department heads will carefully manage their appropriations 
in order to produce excess income and budget turn backs.  The Town shall set a goal of managing its 
budget such that annual free cash balances are certified in the range of five to seven percent (5-7%) 
of the annual general fund operating budget. 

To the greatest extent possible, the Town will limit its use of free cash to funding one-time 
expenditures (such as capital projects, snow and ice deficits, or emergencies) and capital reserves. 

The Town shall set a goal of maintaining its minimum year-end unappropriated free cash balance in 
the range of two to two and a half percent (2-2.5%) of the annual general fund operating budget. The 
Town will appropriate the excess above this target range to build reserves or to offset unfunded 
liabilities. 

B. Stabilization Funds 
 
A stabilization fund is a reserve account allowed by state law to set aside monies to be available for 
future spending purposes, including emergencies or capital expenditures, although it may be 
appropriated for any lawful purpose. As detailed below, the Town has established two (2) 



stabilization funds, each of which is accounted for and reported as a trust fund, regardless of 
authorized use. 
 

General Stabilization: The Town will endeavor to maintain a minimum balance of five percent (5%) of 
the annual general fund operating budget in its general stabilization fund. Withdrawals from general 
stabilization should only be used to mitigate emergencies or other unanticipated events that cannot be 
supported by current general fund appropriations. When possible, withdrawals of funds should be 
limited to the amount available above the five percent (5%) minimum reserve target level. If any 
necessary withdrawal drives the balance below the minimum level, the withdrawal should be limited 
to one-third of the general stabilization fund balance. Further, the Town Administrator will develop a 
detailed plan to replenish the fund to the minimum level within the next two fiscal years. 

Capital Investment [Stabilization]4: The Town will annually appropriate available free cash, after 
current capital needs have been met and consistent with maintaining minimum year end 
unappropriated free cash balances, and/or XX percent of new short-term rental revenues effective 
July 1, 2020 to this fund5 until the targeted balance of ten percent (10%) of the general fund operating 
budget is attained. By sustaining a funding balance at these target levels in this reserve, the Town 
can balance debt with pay-as-you-go practices and protect against unforeseen costs. 

C. Retained Earnings and/or Business-Type Operations Surplus 

The Water Department’s and Golf Department’s finances each are managed as (quasi) enterprise 
funds. Accounting for the revenues and expenditures of these operations separately from the general 
fund allows the Town to effectively identify each operation’s true service delivery costs—direct, 
indirect, and capital — and set user fees at a level sufficient to recover them. Revenues in excess of 
estimated water/golf receipts or unspent water/golf appropriations closeout to a water/golf surplus 
account at the fiscal year end. Water/golf surplus must first be applied to indirect costs and then may 
be appropriated to fund water/golf-related general and capital expenses or to reduce water/golf rates. 
Under this accounting, the Town may reserve each department’s generated surplus (referred to as 
retained earnings or special revenue fund reserve balances). 

For each (quasi) enterprise fund, the Town will maintain a reserve amount at twenty percent (20%) 
of the operation’s total budget, at minimum, but any reserve may be significantly higher if major 
infrastructure improvements are necessary. The Golf Department will attain this twenty percent 
(20%) reserve balance by FY25 and shall seek to maintain it thereafter.  These reserves shall be used 
to provide rate stabilization and to fund major, future capital projects. To maintain the target reserve 
levels for each enterprise requires the Water Commissioners and Golf Commissioners to periodically 
review, and when necessary, recommend adjusting user rates, with the approval of the Select Board 
as appropriate. 

4 Requires the town to adopt a fund under M.G.L. c 40, § 5B.  

5 Revenues can only be dedicated to a special purpose stabilization fund established under M.G.L. c 40, § 5B, not the 
current fund established by special act. Dedication requires town meeting action. See DLS publication on 
Stabilization Funds  

https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter40/Section5B
https://www.mass.gov/files/documents/2017/09/11/igr17-20.pdf


D. Overlay Surplus 

The purpose of the overlay reserve is to offset unrealized revenue resulting from uncollected 
property taxes, abatements, and exemptions. It can be used for other purposes only after it is 
determined to have a surplus. Therefore, unlike the other two types of general fund reserves, 
this policy does not set a consistent, specific funding target for the overlay surplus. Rather, each 
year as part of the budget process, the Board of Assessors will vote to raise an overlay amount 
on the annual tax recapitulation sheet, such that the overlay balance is maintained at an amount 
equal one to two percent (1-2%) of the annual general fund operating budget, taking the 
following factors into account: 

 Current balance in the overlay account 
 Three-year average of granted abatements and exemptions, and any upcoming changes 

to the Town’s exemption program 
 Potential abatement liability in cases pending before, or on appeal from, the Appellate 

Tax Board (ATB) 

 Timing of the next DLS certification review (scheduled every five years) 

At the conclusion of each fiscal year, the Board of Assessors will submit to the Town 
Administrator and Finance Director an update of the overlay reserve with data that includes, but 
is not limited to, the gross balance, potential abatement liabilities, and any transfers to surplus. 
If the balance exceeds the amount of potential liabilities, the Select Board may request that the 
Board of Assessors vote to declare those balances surplus and available for use to fund the 
Town’s capital improvement plan or for any other one-time expense. 

REFERENCES 
M.G.L. c. 40 §5B   
M.G.L. c. 59 §25   
M.G.L. c. 44 §53F1/2  

Brewster Capital Planning policy 

DLS Best Practices: Free Cash and Special Purpose Stabilization Funds  
DLS Form: Dedication of Revenue to Stabilization Fund  
DLS Informational Guideline Releases 08-101: Enterprise Funds, 17-20: Stabilization Funds and 
17-  
23: Overlay and Overlay Surplus  

Government Finance Officers Association Best Practices: Fund Balance Guidelines for the General 
Fund and Working Capital Targets for Enterprise Funds  

EFFECTIVE DATE 
This policy was adopted on January 6, 2020. 

 

 

https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter40/Section5B
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleIX/Chapter59/Section25
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section53F1~2
https://www.mass.gov/files/documents/2017/09/09/freecash.pdf
https://www.mass.gov/files/documents/2017/09/09/specialstabilization.pdf
https://www.mass.gov/files/2017-08/stabfundrevded.docx
http://www.mass.gov/dor/docs/dls/publ/igr/2008/igr08-101.pdf
https://www.mass.gov/files/documents/2017/09/11/igr17-20.pdf
https://www.mass.gov/files/documents/2017/09/11/igr17-23.pdf
http://www.gfoa.org/appropriate-level-unrestricted-fund-balance-general-fund
http://www.gfoa.org/appropriate-level-unrestricted-fund-balance-general-fund
http://www.gfoa.org/working-capital-targets-enterprise-funds


 

 

Town of Brewster Financial Policies 

OTHER POSTEMPLOYMENT BENEFITS LIABILITY 

PURPOSE 
To ensure fiscal sustainability, this policy sets guidelines for a responsible plan to meet the 
Town’s obligation to provide other postemployment benefits for eligible current and future 
retirees. It is designed to achieve generational equity among those called upon to fund this 
liability and thereby avoid transferring costs into the future. 

APPLICABILITY 
This policy encompasses OPEB-related budget decisions, accounting, financial reporting, and 
investment. It applies to the Select Board and Finance Committee in their budget decision-
making duties, and it also applies to the OPEB-related job duties of the Treasurer/Collector and 
Finance Director. 

BACKGROUND 
In addition to salaries, the Town compensates employees in a variety of other forms. Many earn 
benefits over their years of service that they will not receive until after retirement. A pension is 
one such earned benefit. Another is a set of retirement insurance plans for health and life. These 
are collectively referred to as other postemployment benefits, or OPEBs. OPEBs represent a 
significant liability for the Town that must be properly measured, reported, and planned for 
financially. 

POLICY 
The Town is committed to funding the long-term cost of the benefits promised its employees. 
To do so, the Town will accumulate resources for future benefit payments in a disciplined, 
methodical manner during the active service life of employees. The Town will also periodically 
assess strategies to mitigate its OPEB liability. This involves evaluating the structure of offered 
benefits and their cost drivers while at the same time avoiding benefit reductions that would 
place undue burdens on employees or risk making the Town an uncompetitive employer.  The 
Town will also strongly encourage the regional school districts to which it is a member to formally 
adopt and adhere to a similar OPEB policy and related funding strategy. 

A. Accounting for and Reporting the OPEB Liability 

The Finance Director will obtain actuarial analyses of the Town’s OPEB liability every two years 
and will annually report the Town’s OPEB obligations in financial statements that comply with 
the current guidelines of the Governmental Accounting Standards Board. The results of these 
bi-annual actuarial analyses shall be reported to the Select Board and Finance Committee. The 
Town Administrator will ensure that the Town’s independent audit firm reviews compliance 
with the accounting and reporting provisions of this policy as part of its annual audits and 
reports on these to the Select Board. 

 



 

 

B. Trust Management and Investment 

The Town has established an OPEB Trust Fund and designated Health Care Security Trust (HCST) 
as its trustee with the Treasurer/Collector as custodian. Further, the Select Board directed the 
HCST to invest the OPEB trust with the State Retiree Benefits Trust Fund (SRBTF). Annually the 
Finance Director will review the trust for performance and conformance with the Town’s 
investment policy and the state’s prudent investor laws and report to the Town Administrator 
and Select Board. 

C. Mitigation   

On an ongoing basis, the Town will assess healthcare cost containment measures and evaluate 
strategies to mitigate its OPEB liability. The Finance Director will monitor proposed laws affecting 
OPEBs and Medicare and analyze their impacts. The Treasurer/Collector will regularly audit the 
group insurance and retiree rolls and terminate any participants found to be ineligible based on 
work hours, active Medicare status, or other factors. 

D. OPEB Funding Strategies 

To address the OPEB liability, the Town has adopted the attached funding strategy (Appendix A), 
which includes OPEB obligations related to Water and Golf employees, and will implement this 
strategy with the intention of fully funding the obligation based on the timeline established by 
the actuarial schedule as shall be updated every two (2) years. The Town will derive funding for 
the OPEB Trust Fund from taxation, free cash, user fees, and any other legal form, including new 
revenue sources. To ensure that the Town’s water and golf operations remain self-supporting, 
the Select Board will factor their proportional OPEB contributions into the setting of user fees. 

Achieving full funding of the liability requires the Town to commit to funding its actuarially 
determined contribution (ADC) each year, which is calculated based on actuarial projections. 
Among strategies to consider for funding the ADC: 

 Transfer unexpended funds from health insurance line items to the OPEB Trust Fund. 
 Determine and commit to appropriating an annual portion of free cash. 
 Appropriate an annually increasing percentage of yearly revenues. 
 New local revenue sources. 
 Once the pension system is fully funded, on a subsequent annual basis, appropriate to 

the OPEB Trust Fund the amount equivalent to some portion of the former pension-
funding payment or the ADC, whichever is less. 

REFERENCES 
M.G.L. c. 32B, § 20 and 20A 
M.G.L. c. 44, § 54 and 55  
M.G.L. c. 203C  

https://www.mass.gov/orgs/state-retiree-benefits-trust-fund
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleIV/Chapter32B/Section20
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleIV/Chapter32B/Section20A
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section54
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section55
https://malegislature.gov/Laws/GeneralLaws/PartII/TitleII/Chapter203C


 

 

SRBTF: Investment Agreement Among The SRBT Fund Board and the OPEB Fund Trustees 
and the Governmental Unit  

GASB Statements 75: Accounting and Financial Reporting for Postemployment Benefits Other 
Than  Pensions and 74: Financial Reporting for Postemployment Benefit Plans Other Than Pension 
Plans  

Government Finance Officers Association Best Practices: Ensuring Other Postemployment 
Benefits  (OPEB) Sustainability and Sustainable Funding Practices for Defined Benefit Pensions 
and Other Postemployment Benefits (OPEB)  

EFFECTIVE DATE 
This policy was adopted on December 16, 2019. 

 

https://www.mass.gov/doc/investment-agreement-among-the-srbt-fund-board-and-the-opeb-fund-trustees-and-the-governmental/download
https://www.mass.gov/doc/investment-agreement-among-the-srbt-fund-board-and-the-opeb-fund-trustees-and-the-governmental/download
http://gasb.org/cs/ContentServer?c=Document_C&pagename=GASB%2FDocument_C%2FGASBDocumentPage&cid=1176166144750
http://gasb.org/cs/ContentServer?c=Document_C&pagename=GASB%2FDocument_C%2FGASBDocumentPage&cid=1176166144750
http://gasb.org/cs/ContentServer?c=Document_C&pagename=GASB%2FDocument_C%2FGASBDocumentPage&cid=1176166144750
http://gasb.org/cs/ContentServer?c=Document_C&pagename=GASB%2FDocument_C%2FGASBDocumentPage&cid=1176166143121
http://gasb.org/cs/ContentServer?c=Document_C&pagename=GASB%2FDocument_C%2FGASBDocumentPage&cid=1176166143121
http://www.gfoa.org/ensuring-other-postemployment-benefits-opeb-sustainability-0
http://www.gfoa.org/ensuring-other-postemployment-benefits-opeb-sustainability-0
http://www.gfoa.org/ensuring-other-postemployment-benefits-opeb-sustainability-0
http://www.gfoa.org/sustainable-funding-practices-defined-benefit-pensions-and-other-postemployment-benefits-opeb
http://www.gfoa.org/sustainable-funding-practices-defined-benefit-pensions-and-other-postemployment-benefits-opeb
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Town of Brewster Financial Policies 

SHORT-TERM RENTAL REVENUES 

PURPOSE 
To help the Town allocate this significant new funding source in a manner that it is fiscally prudent, 
financially sustainable, and consistent with the Town’s strategic policies, programs, services, and 
assets.  Avoiding reliance on this funding source as a key element in developing or balancing the 
Town’s annual operating budget is a prudent practice.  Investment of these funds in building capital 
reserves and creating a reliable, dedicating funding stream to support the Town’s affordable housing 
initiatives creates substantial investment in areas that are otherwise challenging to fund given 
budgetary constraints and other pressing operational and capital needs.  This policy is consistent with 
the Town’s Financial Reserves policy regarding our commitment to building our capacity to fund 
major capital projects by growing our Capital Stabilization fund.  

APPLICABILITY 
This policy pertains to the annual operating and capital decision-making duties of the Select Board, 
Town Administrator, Finance Committee, and Affordable Housing Trust. It also applies to the related 
job duties of the Finance Director and Treasurer Collector. 

POLICY 
A. Revenues 
 
The Town has been particularly conservative in estimating short-term rental revenues since their 
inception for the following reasons: 

 Imposition and collection of this surcharge is still relatively new (FY20); 
 Specific short-term rental revenue data from MA Department of Revenue is new (FY21); 
 Town does not regulate short-term rentals, leading to uncertainty regarding our local 

revenue collection rates; 
 Entire lodging industry has been impacted by the pandemic. 

The Town is committed to continuing to conservatively project anticipated short-term rental 
revenues, but plans to more closely align our budget to actual figures over the next several years as 
we have access to more and better data.  During this transition period, the Town’s certified Free Cash 
totals may be higher than historical actuals due to our conservative practices in this area.  Even after 
this initial transition period, the Town will continue to be conservative in our short-term rental 
revenue estimates since this industry can be significantly impacted by external market and economic 
factors outside of the Town’s control and it is not currently regulated at the local level. 

 
B. Expenditures 
 
The Town is committed to establishing a permanent funding mechanism to support the Affordable 
Housing Trust and to investing in building its capital reserves.  As such, the Town will allocate future 
fiscal year short-term rental revenues according to the following guidelines: 

 50% to the Affordable Housing Trust; 
 25+% to Capital Stabilization, until and unless that reserve fund balance totals 10% of the 

Town’s total General Fund annual operating budget amount, consistent with our Financial 
Reserves policy; 

 Priority one-time capital projects/acquisitions, including those related to wastewater and 
water quality; 

 No more than 10% to other targeted investments in our operating budget that advance goals 
identified in the Select Board’s Strategic Plan, preferably those that relate to the revenue 
source. 

 



 
Appropriations for such purposes shall be included in the Town’s annual operating budget such that 
our recommended expenditures in a given fiscal year align with projected short-term rental revenues 
for that year.  During the transition period where projected short-term rental revenues may lag 
behind actuals, the Town may consider Free Cash appropriations consistent with these expenditure 
guidelines. 

 
EFFECTIVE DATE 
This policy was adopted on May 3, 2021.



EFFECTIVE DATE 
This policy was adopted on May 3, 2021. 
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