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TOWN OF SOUTHBRIDGE 

Office of the Town Manager 

41 Elm Street 

Southbridge, MA 01550 

 

      John D. Jovan Jr.                              Tel. 508-764-5405 

      Town Manager                                                                                   Fax: 508-764-4252 
 

 

To:   Town Council 
 
From:  John Jovan, Town Manager 
 
Date:   March 30, 2026 
 
Re:      FY 2027 Budget  
 
 
Dear Town Council: 
 
In accordance with the Town of Southbridge Home Rule Charter, I am presenting a balanced  Fiscal Year 
2027 Budget (FY27) and Capital Plan for the Town of Southbridge. This budget is a result of countless 
hours of  work and extensive collaboration between our Finance Team and Town Departments.  
 
The goal for FY2027 was to fund a budget that reflects the Town Council’s priorities, as well as the 

increasing  needs of our community. The Department Heads were instructed to submit a level-

serviced budget due to the uncertainty in funding through federal and state aid. Our 

recommendations  in the FY27 Budget currently maintain staff and services at the FY26 levels. 

However, this has been challenging as we have some uncertainties that  we will need to work 

through prior to the Town Council’s adoption of the budget by May 31, 2026.  

 

At the time of submission, we have developed this budget based on the Cherry Sheet numbers as 

recommended through the FY27 Governor’s budget and as the State House works through their 

process these numbers may change. This may have an impact as to the Minimum School spending 

requirements from the Town and changes in the Unrestricted General Government Aid. Additionally, 

the schools have asked the Retirement Board to review the retirement assessment allocation, and with 

the ongoing review of the Indirect Cost allotments through the Enterprise accounts, any changes to the 

numbers will have an impact on the budget and may necessitate cuts to personnel and services.  

It is important to note that the proposed  FY2027 Budget continues to use property tax  revenue that 

the Town may raise at the maximum Tax Levy limit allowed by law. Additionally, the full borrowing 

costs for the New Fire Station will be realized and have a major implication on the Tax Rate to be set 

later this fall.  

 

We look forward to working collaboratively with the Town Council to adopt a budget that will 

continue our commitment to providing excellence in local services, while balancing the impact that 

this would have on our residents and businesses.  

 

 

                      



Page 2 of 12 

 

OVERVIEW 

The proposed budget for FY2027 Budget is set at $83.3 M and is based on the Town’s existing financial 

policy directives and prudent fiscal management which includes the principle that one-time revenues should 

only be used for one-time expenditures and sustainable budgeting practices. 

As stated above. the FY27 Budget will maintain all Town operations at current service levels and this 

budget relies on projections of available revenue, within the limits of the Town's financial resources. The 

budget is based upon an established ceiling of revenue derived from property tax increases, pursuant to 

Proposition 2½.  

Additional revenues include State Aid, excise taxes, fees, permits, interest earned, and available funds, such 

as Free Cash, and recent State and Federal monies awarded to the town.  
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 REVENUES 

The major sources of funding for the budget are $30.7 M from the property tax levy, $42.4 M in State 

aid, $6.4 M in local receipts, $1.67 M for indirect costs from the Enterprise Funds and $1.8M in 

available funds. It is important to note that this budget also includes $ 1.0 M to be raised to continue 

funding the borrowing for the New Fire Station.  

The proposed  FY2027 Budget continues to use property tax  revenue that the Town may raise at the 

maximum Tax Levy limit allowed by law.  

 

State Aid 

The State Aid projections are derived from the Estimate FY2027 “Cherry Sheet,” which is the Town’s 

official notification of the next fiscal year’s aid and assessments. The Town typically receive its 

“Cherry Sheet,” and it is based upon the Governor’s budget. The aid is in the form of distributions, 

which provide funds based on formulas and reimbursements that provide funds for costs incurred 

during a prior period for certain programs or services.  

The Governor’s proposed State Aid shows a significant increase in Chapter 70 School Funding and 

Charter School Tuition Reimbursement, as well as a minimal increase in Unrestricted General 

Government Aid. However, this is offset by a increase in the Estimated Assessments and Charges, the 

largest being Charter School Sending Tuition in the amount of $4.1M, as well as School Choice 

Sending Tuition of $1.8M. The Town is working with our local legislators requesting that this be 

addressed by the State and we support the Massachusetts Municipal Association in addressing these 

issues.  

Local Receipts 

The Town’s local receipts are its locally generated revenues other than real and personal property 

taxes, which include motor vehicle excise, investment income, hotel/motel tax, fees, rentals, 

ambulance billing receipts and charges. The Local Receipts estimate used for FY2027 has been 

reviewed carefully and we will continue to monitor this for any changes.  

 

Property Taxes 

Property taxes comprise approximately 37.0% of the Town’s revenue for its operating budget. The 

Town’s property tax levy will increase by $1.7 M to a total of $30.76 M if the FY2027 Budget as 

presented is adopted. This includes the allowed increase in the property tax levy available under the 

provisions of Proposition 2 ½ up to the maximum levy limit. 

Included in the tax levy are two voter approved Debt Exclusions, they are the Bay Path Vocational 

Technical High School addition and renovation project in the amount of $228,544 and the 

Southbridge Fire Station Project in the amount of  $1,035,823. 

EXPENDITURES 

The Town’s expenditures are driven by distinct functional areas, which include General Government, 

Education, Public Safety, Public Works, Community Services, Benefits & Insurance, and Debt 

Service. Additionally, State assessments are a significant part of the Town’s expenditure, and we 

again have seen substantial increases in the Charter School and School Choice Sending Tuition for 

FY2027. 



 

 

General Government 

For FY2027, we are presenting a budget that maintains our  mission to continue the services that we 

provide to our citizens as well as ensure the Public Safety of our citizens.  

As in prior years, many of the areas of significant increase continue to fall within our fixed costs, 

which include costs legally or contractually mandated, such as pension, School Choice, Charter 

School Reimbursements, insurance, debt service, or interest on loans, most of which are beyond our 

control. 

The proposed general government operating expenses increased by 6.7% in FY2027, which is 

attributable to the continuing increases in our Health Insurance Costs, the impact of the settled 

contracts with the Police and Dispatch Collective Bargaining units in FY26, as well as a contingency 

for settlement of the collective bargaining for Fire Department Local 2194, International Association 

of Firefighter, AFL-CIO. The agreement with this bargaining unit expired on June 30, 2025, and at 

the time of this budget submission we are in continued negotiations. 

Insurance 

Health insurance costs continue to comprise a significant share of the Town’s budget. Year over year 

increases in the health insurance premiums continue to place burden on the budget and while this year 

is no different, we were informed that rates would range from a minimum of 2.9% to a maximum of 

14.4%, with an average of 8.3%. We were informed that this year’s increase came in slightly above 

average at 9.52%, with an estimated increased cost of $1.04 million. We continue to have discussions 

about the rising costs of insurance with our State Legislators, and this concern is shared with our 

neighboring communities, who have also experienced larger increases, with some being in the 30% 

range. We continue to review our health insurance plan offerings and hope that with some 

collaboration with our representative there will be cost-saving changes. 

Regarding our property and liability coverage, we have been informed that our new rate showed a 

decrease of 1.2%. However, we must also plan for the opening of the new Fire Station in FY27. We 

are working with MIIA in the risk management areas with continued emphasis on reducing our costs. 

We also are committed to availing the town of all discounts, such as prepaying the premium for FY27 

by August 1, 2026, which will result in a 2.5% prepay premium discount.  

Bay Path Regional Vocational Technical High School 

Bay Path Regional Vocational Technical High School serves students from its member Worcester 

County communities of Auburn, Charlton, Dudley, N. Brookfield, Oxford, Paxton, Rutland, Spencer, 

Southbridge, and Webster. Southbridge’s assessment is based upon the number of students from Town 

attending the school and for FY27 the Bay Path school committee has recommended a budget that is at 

the required minimum contribution allowed.  

The foundation enrollment for Southbridge for FY26 is currently 210 students and for FY27 that 

number will drop to 209 students. For the FY27 school year, the Town’s Freshman seat allocation will 

be forty-nine (49) students, which represents 14.74 % of the Freshman class of 330 students. Our 

budget assessment for FY2027 is projected at  $1,365,400. Our debt service assessment is $228,544, 

which is $6,817 more than last year, an increase of 3.07 %.  

 

 

 

 

 



 

 

Southbridge Public Schools 

The Chapter 70 funding proposed under the Governor’s Budget for FY27 has an increase of $2.14 M to 

$36,441,720 for the Town. The School Department has provided the town with their estimate as to the 

budget needed to meet the minimum net school spending requirements in the amount of $40,654,670. 

Based on our comprehensive review, we have recommended funding at $40,304,792 which we believe 

satisfies this requirement. The Southbridge Public Schools have yet to submit a proposed FY2027 budget 

document and supporting materials as their final presentation to School Committee is scheduled for April 

14,2026 and we will provide the School Department’s detailed budget to the Town Council when available. 

 

FISCAL POLICY 
 
Free Cash 

The Town generated certified Free Cash in the amount of $1,788,797.00, because of our level 

service budgets, unexpended balances in departmental budgets and from actual revenues 

exceeding the budgetary estimates for the FY2026. This number is lower than anticipated and is 

attributed to grant reimbursements that were not realized prior to September for submission to the 

state for certification. We have reviewed these grants with the Department Heads are developing a 

plan of action regarding timely grant reimbursements   

 

Pursuant to the existing policy directive, the Town may allocate said Free Cash for the following 

appropriate uses: 

• Appropriated Reserve: an amount to provide for extraordinary or unforeseen  

expenditures as authorized by MGL Chapter 40, Section 6. 

• Stabilization Fund: to fund or replenish the Stabilization Fund 

• Capital Improvement Program: to fund capital projects that would otherwise incur 

borrowing costs associated with the issuance of debt. 

• Special Use: to augment the trust funds related to fringe benefits and unfunded 

liabilities related to employee fringe benefits 

• Extraordinary Deficits: to fund any potential deficits that would otherwise be carried 

over to the following fiscal year 

• Emergency Appropriations: to allow for fiscal flexibility 

 

          



 

 

Stabilization Fund 

To provide the reserves that are required to protect the financial condition of the Town, the existing 

Stabilization Fund policy directive established a goal of maintaining a Stabilization Fund balance in 

an amount equal to 5% of the total projected general fund operating revenues for the prior fiscal year.  

A sound financial practice for a community to maintain a fund balance of 5 - 10% of its operating 

budget. The Town’s current Stabilization Fund balance is $5.5M, which is approximately 6.6% of the 

proposed FY2027 operating budget. For FY2027, we are not recommending adding Free Cash funds  

to the Stabilization Fund.  

Reserves 

Pursuant to existing policy directive, the Town should seek to maintain a minimum unreserved fund 

balance (including stabilization funds) equal to 7-10% of the annual operating budget, in order to 

respond to emergencies and other unanticipated needs, preserve financial flexibility, and maintain 

favorable bond ratings. However, given the Town’s AA- bond rating, we should strive for a target 

range of 12 - 15%. T he Town’s combined reserves remain within the appropriate ranges for our 

operating budget, we will continue to work to increase these reserves to bring them closer to the target 

range. 

Pension and OPEB Liabilities 

The 2019 Standard &Poor’s Global Rating letter cited a credit weakness in the Town’s large pension 

and other postemployment benefits (OPEB) liabilities, as well as the Town’s limited ability to address 

the obligation in such a way that it mitigates costs from potentially escalating.  

The Town continues to maintain our goal of improving our AA- bond rating. To do so we have strived 

to reduce our pension and OPEB liabilities. The Southbridge Retirement System  is comprised of three 

different employee groups: Town of Southbridge Employees, Southbridge Housing Authority, and 

employees of the Southern Worcester County Regional School District-Bay Path. The total cost for the 

Retirement for all three units for FY27 is $6,153,944, which reflects a 5.5%  increase of $320,822. As noted 

in my memo for FY26 a substantial portion of this amount is payment towards the unfunded pension 

liability and for FY27 the amount is $3,504,300. The Town of Southbridge total assessment for FY27 

is 84.69% of that total, approximately $5,211,775,  with  $2,967,792 being allocated towards the 

unfunded mandated liability portion of the retirement funds.  

This $2,967,792 raised and appropriated through taxation and is not otherwise available to the Town to 

reduce impact on the taxpayer and residents. The State of Massachusetts has been very firm in recent 

years when it comes to the public employee pension plans, and we will see this continue to impact on 

our budgets until FY33. 

OPEB refers to the cost of health and life insurance benefits (other postemployment benefits) received 

by current and future retirees, their dependents, and beneficiaries, in accordance with MGL Chapter 

32B, Section 20. OPEB does not include pension benefits. Specific benefit provisions and 

contribution rates are established by collective bargaining agreements, state law and Town bylaws and 

ordinance. We continue to make additional annual contributions to the fund, with the Town 

transferring regularly in Free Cash funding toward the OPEB liability. Town Council has  appropriated 

money towards an OPEB Actuarial Valuation that still needs to be scheduled, and we anticipate 

scheduling this work to be conducted in FY26. We will provide the updated OPEB Liability Analysis 

upon completion.  

 



 

 

Capital Spending 

Pursuant to the town policy directive and best practices, to maintain and improve its infrastructure, 

facilities, and equipment, the Town continues seeking to make annual capital expenditures (inclusive 

of debt service) equal to at least 7.5-8% of the operating budget.  

The School Department completed a Master Plan Study of their existing buildings. Given the age of 

the Elementary Schools, we are anticipated, and received, a report that articulated the many capital 

needs on the school side. The report provided substantial information as to the infrastructure 

improvements that will be needed in the near future. 

The Town had preliminary discussions with the former School Receiver/Superintendent  in reviewing 

the study. With the recent appointment of School Receiver/Superintendent William Metzger to the 

position, as well as the increased responsibilities being placed on the School Committee, we will look 

to developing an action plan to address the needs of our students and staff relative to school facilities.  

The Town was awarded a Massachusetts Historic Preservation Projects Fund Grant and with 

additional ARPA Funds as a match the town engaged with Dietz& CO Architects to complete an 

analysis on the Town Hall Facility. We received the facilities report as to the current status of the 

building and recommendations for any structural/mechanical upgrades that would be needed. The 

study noted several immediate areas of concern, the most concerning is the Tower structure that needs 

attention. A preliminary estimate is in the 2 million plus range. We have applied for a grant to 

complete the engineering of this project and funding will be needed for the repairs. We have also 

experienced failure in the stained-glass windows to the rear of the upper chamber, as well as slate 

falling from the roof.  

In FY26, we  completed an analysis of all current open capital accounts related to the general 

government program and closed and combined several building accounts to be used for building 

upgrades and repairs. We are conducting a similar exercise with the open Water and Sewer Enterprise 

capital accounts. 

We continue to work with the EPA in addressing the PCB/Hazardous Waste issues at the Guelphwood 

Road location and are working to secure some Federal Funds to assist in the cleanup. In FY26, in 

partnership with the EPA, the DPW cut a number of trees to assist in testing of the soil piles on the 

site. The results have been compiled, and they have a clearer picture as to the scope of the project. 

They are in the process of finalizing the report and will be forwarding an Action Memorandum. The 

preliminary estimate is approximately $1.7 million dollars, and the EPA is working on finding funds 

for the project.  

The Capital Stabilization Account currently has $134,522.50  in available funds. In FY26, the Town 

allocated    

Departments were again requested to take a critical look at the Capital Needs for FY27 and the current 

requests for funding totaling $2.7M. We continue to develop the new five-year capital plan and have 

working with the new Department of Public Works Director,,, the new school receiver a 

  

 

 



 

 

Debt 

Debt Service appropriations provide for the payment of principal and interest costs for long and short-

term bonds issued by the Town for capital projects for General Fund, and Enterprise purposes. 

Typically, larger projects such as the Municipal Building are bonded for twenty years, while the 

financing for other projects and equipment is retired within five to ten years.  

Along with its existing policy directive on debt service, the Town’s goal is to finance capital projects 

for the shortest feasible term over the useful life of the project in accordance with the terms outlined in 

Massachusetts General Laws. An additional goal of a good debt plan would be to maintain and sustain 

a consistent level of debt. Together, these ensure that our debt burden will remain manageable. 

 
The proposed FY2027 debt service budget provides for the payment of principal and interest costs for 

long and short-term bonds issued by the Town for General Fund purposes. For FY2027, the total 

Debt Service budget for the General Fund is $3.07 M, a slight increase from last year. This increase is 

in part due to our commitment to completing road projects.  

 

With an anticipated completion of the new Fire Station in late fall,  the town will need to borrow the 

full amount as authorized by the debt exclusion vote in the amount of $25.7 million, this will result in 

the town raising approximately an additional $1.035 million in taxes above the 2 ½ levy limit.  

 

Enterprise Funds 

An enterprise fund is a separate accounting and financial reporting mechanism for municipal services 

for which a fee is charged in exchange for goods or services. An enterprise fund allows a community 

to demonstrate to the public the portion of a service’s total costs recovered through user charges and 

the portion subsidized by the tax levy, if any.  

With an enterprise fund, all costs of service delivery, direct, indirect, and capital, are identified. This 

allows the community to recover total service costs through user fees if it chooses. Enterprise 

accounting also enables communities to reserve the "surplus," or retained earnings, generated by the 

enterprise operation rather than closing this out to the general fund at year-end.  

Pursuant to MGL c. 44 § 53F½, the Town maintains separate enterprise funds for its Water and Sewer 

operations, as well as the Solid Waste.  

We have completed an extensive review of these programs and for FY2027 we will see a decrease in 

the expenses for the Solid Waste and Water Enterprise Programs and a minimal increase in the Sewer 

Enterprise Program. 

Our revenue and expenses for FY2026 are on target with those numbers used in creating the FY2026 

budget and based on those results we are confident in the estimates used in presenting the FY20277 

budget. 

We have engaged The Abrahams Group, LLC to develop an enterprise fund indirect cost methodology 

and awaiting the results of the study. This may result in some changes in the indirect costs that have 

been proposed in the budget, which could require further reductions to the proposed budget. 



 

 

 

**Remaining  Water Retained Earnings, upon payment of the Intermunicipal Agreement with 

Charlton are transferred to a Water Stabilization Account which has a balance of $1,786,519.  

 

Factors to Consider FY27 
 

The following variables that may further affect our FY2027 budget and will be closely monitored throughout 

the year. 

 

FUNDING 

 

Funding requirement that may change based on the adopted budget by the Commonwealth. Federal Grants, 

instability with supplie 

 

CABLE  

Collective Bargaining 

In FY2026, we negotiated with the collective bargaining units: Police Officers, Fire Department and 

Public Safety Dispatchers. All these contracts expired on June 30, 2025. As of this memo we have 

successfully negotiated the Police Officers and Dispatcher contracts and the FY 27 budget reflects the 

impacts of those agreements. The FY27 budget reflects a contingency for the Fire Department 

collective bargaining process. We do not have any other units that will be involved in bargaining in 

FY27.  
 

American Rescue Plan Act (ARPA) 
 

The Town received $5,310,681.94 in ARPA funds and ARPA AD-HOC Committee and Town Council  

completed the allocation of the ARPA Funds by the required December 31, 2024, deadline. The Town’s 

ARPA/Financial Analyst continues to closely monitor the funds outstanding and ensuring that all reporting 

is completed accurately and we will be closing out the program as required in FY27. 

  

Fire Station Building Project 

 

In December of 2023,the town went out to bid for the new fire station project and we received five bids, 

which was an increase from the prior round in which we only received two. The low bid for construction 

came in at $19,940,000 for construction of the building and an additional $60,000 for alternate one fencing 

and gates. Based on these results the contract was awarded to PDS Engineering and Construction Inc.in 

Bloomfield CT.  

 

The funding from the project is through the 25.7-million-dollar debt exclusion passed by residents, as well 

as the additional funding for the project and we received from an earmark sponsored by Congressman Neal,  

H. R. 4366 in the amount $1 million dollars in funds. This was in addition to approximately $900,000 in 

prior USDA Grant funds received. The Town council also allocated $1 million dollars in free cash to be 

used as contingency funding for the project. As of this date, the project is approximately 60% completed 



 

 

and is currently on budget, exclusive of the contingency funding. The project is anticipated to be completed 

by the end of this calendar year. Once the project is closed out, any remaining funds from the contingency 

free cash account will be reallocated back to the Capital Stabilization Account.  

 

 

 

Animal Control Shelter 

 

In FY23, the Town went out to bid for a new Animal Control Shelter that was to be located in the area of 

the Charlton Street School facility. The bids received came in over the budget that was projected. The 

Town Council then voted to change scope of the project and location. Over the past two plus years, the 

Animal Control Building Committee has been working with McClure Engineering on the siting and design 

of a new facility. The new facility will now be located at the rear of the DPW facility on Guelphwood 

Road. We have been informed that the opinion of probable cost of this building is estimated to be over $1 

million dollars. The current balance in the Animal Control Facility account is now approximately $500,000. 

We await the final design and updated opinion of probable costs to determine the extent of funds needed 

and what sources will be available. 

 

Road Projects 

 

The Town continues to have multiple ongoing road projects. The Town will be commencing a CDBG 

Project in the North Street area and this will coincide with the Downtown TIP Project, that is anticipated to 

begin this Spring. The Town is also in the process of completing the second MassWorks Grant for the 

phase 2 of the River-Crane Street projects. This $2.7 Million project should fully fund the project, however 

there are no contingency funds, and we will allocate funds from the Water/Sewer Enterprise accounts to 

account for any additional funding needed. 

 

The Town was awarded a RAISE Grant in the amount of approximately $8 Million for the reconstruction 

of Hamilton Street. With the change of administration on the Federal Level this grant had been placed on 

hold. However, with the work of our legislation team, those funds were released and we are looking for 

engineering for the design of the project. We are collaborating with MA DOT on this project, and they will 

be managing the design oversight. Upon further development of the project in FY27, we will develop a 

plan as to whether additional funding through Water/Sewer will be needed.  

 

Our team continues working on the following road projects that have been previously funded, and remains 

in the books that will require additional funding: 

 

1. Ashland Ave/Lebanon Brook:  Small Bridge Grant received for $500,00   

Estimated Construction Cost:  $2,060,000 

 

2. Elm Street/Cohasse Brook: Small Bridge Grant received for $500,00 

Estimated Construction Cost: $1,304,000 

 

DPW Project Manager Butch Jackson has applied for additional funding through MA DOT for funds 

needed for these projects and we are awaiting a decision from the state. 
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