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Financial Management Policies 
 

8. A five-year projection of revenues and expenditures for the General, 
Special Revenue, and Enterprise Funds is prepared each fiscal year to 
provide strategic perspective to each annual budget process. 

9. All appropriations shall lapse at the end of the budget year if not 
expended or encumbered. 

10. Any year-end operating surpluses will revert to fund balances for use in 
maintaining reserve levels set by policy (see policy on reserves) and the 
balance will be available for pay-go capital projects and/or one time 
capital outlays. 

11. The City Manager will submit budgetary reports to the Mayor and 
Council comparing actual revenues and expenditures with budgeted 
amounts quarterly.  

 
Budget Transfers: 
 

The City Manager has the authority to transfer budgeted amounts between 
departments within any fund, but changes in the total appropriation level for any 
given fund can only be enacted by the Mayor and Council through an 
amendment to the appropriations ordinance. 
 

1. All budget transfers must receive approval by the Department Director, 
and Budget and Finance Manager regardless of the budget transfer 
amount. In addition, any budget transfer over $50,000 requires City 
Manager approval.  

2. City Manager approval is required for transfers from one department to 
another.  

3. Approval of the budget transfer must be obtained prior to requisition, 
encumbrance or expenditure of funds taking place. 

 
Interfund Transfers and Loans: 
 

1. Any interfund transfers between funds for operating purposes can only 
be made by the Chief Financial Officer with City Manager approval in 
accordance with the adopted budget. 

2. These operating transfers, under which financial resources are 
transferred from one fund to another, are distinctly different from 
interfund borrowings, which are usually made for temporary cash flow 
reasons, and are not intended to result in a transfer of financial 
resources by the end of the fiscal year. 

3. Interfund transfers result in a change in fund equity; interfund 
borrowings do not, as the intent is to repay the loan in the near term. 

 
Fund Structure: 
 

1. The accounts of the City are organized into funds. The operations of 
each fund are accounted for with a separate set of self-balancing 

accounts that comprise its assets, liabilities, fund equity, revenue, and 
expenditures (or expenses, as appropriate). 

2. Government resources are allocated to and accounted for in individual 
funds based on the purposes for which they are to be expended and the 
means by which spending activities are controlled. The City uses 
governmental funds and enterprise funds. Governmental funds are 
those through which most governmental functions of the City are 
financed. The acquisition, use, and balance of the City’s expendable 
financial resources and the related liabilities (except for those accounted 
for in the enterprise funds) are accounted for through governmental 
funds. 

3. The City’s governmental funds are the General Fund, the Special 
Revenue Funds, the Capital Projects Fund, and the Debt Service Fund.  

• The General Fund is the general operating fund of the City. It is 
used to account for all financial resources except those required to 
be accounted for in another fund.  

• The Special Revenue Funds are used to account for the proceeds 
of specific revenue sources (other than major capital projects) that 
are restricted by legal and regulatory provisions or budgeted 
contributions from outside sources to finance specific activities. The 
City’s Special Revenue Funds are the Special Activities Fund, the 
Community Development Block Grant Fund and the Speed Camera 
Fund.  

• The Capital Projects Fund is used to account for financial resources 
used for the acquisition or construction of major capital facilities and 
general capital construction, including: streets, parks, and public 
buildings (other than those financed by enterprise funds).  

• The Debt Service Fund, which includes special assessments, is 
used to account for the accumulation of resources for, and the 
payment of, general long-term debt principal, interest, and related 
costs. 

4. The enterprise funds are the Water Fund, the Sewer Fund, the Refuse 
Fund, the Parking Fund, the Stormwater Management Fund, and the 
RedGate Golf Course Fund.  

5. Creation of new funds should be based on the following criteria: 
 

I. The revenue source is ongoing; i.e., more than one fiscal year. 
II. The amounts to be recorded are material. 
III. Interest income is required to be allocated. 
IV. The amounts are specifically designated. 
V. There is not another fund that can be used to account for the 

revenue source. 
VI. There are special circumstances that have led management to 

create a separate fund. 

B - 2



 

 
Basis
 

 
 
 
 
 

VII. If the 
accou
can a

VIII. It is a 

s of Budgeting: 

1. Budgets for g
adopted on a
Principles. Acc
the modified 
accounting, re
recognized in 
to accrual – tha
to finance curre

2. In applying th
property tax 
revenue is rec
collected by in
Utility and fran
charges for se
earnings) are r
are generally 
earnings are r
available. 

3. For grant reve
(CDBG) progra
revenue is a
Expenditures a
of accounting w
this general ru
which are reco

4. The enterprise
accounting. Un
when earned a
example, earn
in the financia
the operating b
the operating 
year-end, they 

State or Federal g
unt for a particular
nd must be created
requirement of GA

governmental and 
 basis consistent 

cordingly, all govern
accrual basis of 

evenue and othe
the accounting per
at is, when they be
ent operating expe
e susceptible to a
revenue recogniti

cognized currently i
ntermediaries with
nchise fees, licens
ervices, and misce
recorded as revenu

not measurable 
recorded as earned

enue such as the 
am, which is depe
ccrued when the

are generally recog
when the related fu
ule is principal an

ognized when due.  
e fund budgets are
nder this method 
and expenses are r
ed but unbilled util
l statements the s

budget. Enterprise f
budget and recor
are capitalized for 

Finan
government require
r source of revenu
d. 
AAP to establish the

enterprise (or pro
with Generally A

nmental fund budge
accounting. Und

r governmental f
riod in which they 

ecome both “measu
nditures for the fisc
accrual concept to
ion, “available” m
if levied before the
in 60 days after t

ses and permits, fi
ellaneous revenue 
ue when cash is rec

until actually re
d since they are b

Community Develo
endent upon expen
e related expendi
gnized under the m
und liability is incur
nd interest on gen

presented on the 
of accounting, rev

recognized when th
ity revenues are a

same way they are
fund capital purcha
ded as expenses 
financial statemen

ncial Man
es a separate fund 
ue then such a fun

e fund. 

oprietary) funds a
Accepted Accountin
ets are presented o
der this method 
fund resources a
become susceptib

urable and availabl
cal period. 
o real and person
means property ta
e fiscal year end an
the fiscal year en
ines and forfeiture
(except investme

ceived because the
eceived. Investme
oth measurable an

opment Block Gra
nditures by the Cit
tures are incurre
odified accrual bas
rred. An exception 
neral long-term de

full accrual basis 
venue is recognize
hey are incurred. F
ccrued and reporte

e incorporated with
ases are budgeted 

during the year; 
t purposes. 

nageme
to 

nd 

re 
ng 
on 
of 
re 

ble 
e” 

nal 
ax 
nd 
d. 

es, 
nt 
ey 
nt 
nd 

nt 
ty, 
d. 

sis 
to 

ebt 

of 
ed 
or 
ed 
hin 
in 
at 

CAPITA
 
With the
Council
for the e
financia
fiscal ye
probabl
Budget 
Capital 
variety 
financin
limits, a
competi
the CIP
beginnin
budget. 
 

To qual
 

 

1.

2.

3.

nt Polici
AL IMPROVEME

e operating budge
. This document p
ensuing fiscal year

al plan. The first ye
ear. The remaining
e future debt issu
is adopted at the 
Projects Fund or t
of sources. The 

ng for its capital im
and to ensure th
itive with those in t

P, they should norm
ng and end, as d
 

ify as a CIP project

I. The acq
II. The con

or the ad
III. Nonrecu

facility, s
recurring
more tha

IV. Any spe
within th

V. Any lon
establish
regardle

VI. A signif
nature, t
such as
$100,00

Annually, a five-y
developed analyz
identifying assoc
projections of ho
relation to the fisc
The first year of 
years will be app
CIP will be app
Manager will noti
a fund. 
The City will m
composed of Cit

ies 
ENT PROGRAM 

et, the City Manag
provides for improv
r and four years the
ear of the plan esta
g four years serve

uance needs and o
fund level. CIP ex
the appropriate en
City strives to ma

mprovements in or
hat the rates cha
the surrounding are
mally be eligible for
differentiated from 

t, one of the followi

quisition of land for 
nstruction of a sign
ddition to or extens
urring rehabilitation
such as infrequent 
g maintenance, pro
an $100,000. 
ecific design work r
he above three cate
ng-term project fu
hment of a CIP p

ess of the amount o
ficant one-time inv
the benefit of which
s a new phone s
00. 
year Capital Impro

yzing all anticipated
ciated funding so
ow the City will p
cal policies that refe
the five-year (CIP

propriated as part 
propriated by fund
ify the Council of a

maintain a Capita
ty staff, which will 

(CIP) POLICIES

er submits a CIP 
vements to the City
ereafter, and forms

ablishes a capital b
e as a guide for u
operating cost imp
xpenditures are ac
nterprise funds and
aintain a high relia
rder to maintain de
arged in the ente
ea. For projects to 
r debt financing, an
ongoing programs

ng six criteria must

a public purpose. 
ificant facility, i.e. a

sion of an existing f
n or major repair t
repairs that are no

ovided the total cos

related to an individ
egories. 
unded through a 
project is a condit
of funding per fiscal
vestment in tangib
h will accrue over a
system or vehicle 

vements Program 
d capital expendit
urces. The plan 
erform over the fi
er to debt ratios. 

P) and any unspen
of the annual bud

d. At least semi-a
any transfers betwe

al Projects Monit
meet not less tha

: 

to the Mayor and 
y’s public facilities 
s part of the City’s 
budget for the new 
use in determining 
pacts. The Capital 
counted for in the 
d are funded by a 
ance on “pay-go” 
ebt within prudent 
erprise funds are 
be included within 
nd have a defined 
s in the operating 

t be met: 

a building or road, 
facility. 
to all or part of a 

ot considered to be 
st per fiscal year is 

dual project falling 

grant where the 
tion of the grant, 
l year. 
ble goods of any 
a multi-year period 

acquisitions over 

(CIP) plan will be 
ures by year and 
will also contain 

ive-year period in 

nt funds from prior 
dget process. The 
annually, the City 
een projects within 

toring Committee 
an once every six 

 

B - 3



 

4

5

6

7

8

 
REV
 

1

2

3

4

5

6

months to revi
revise spendin
manager who 
project is com
and ensure t
managers wil
committee. 

4. If new project 
during the fisca
be utilized to p
significant imp
the debt ratios 

5. The City shall 
levels of gover
where practica

6. Capital Project
and Council. 

7. Unexpended p
within the sam

8. Each year, a 
Council to ob
projects. The 
returned to the
showing the am
fund balance s

VENUE AND EXP

1. The City will s
revenue stream
of revenue, t
revenues and e

2. Budgeted reve
standards and
governmental a

3. Revenue from 
balance the Cit

4. As appropriate
non-resident fe
to Rockville res

5. Restricted rev
permissible an

6. On an annual 
funds at levels

ew the progress o
ng projections. Ea

will prepare the 
mpleted on schedu
that all regulation
l be responsible 

appropriation nee
al year, at the fund 
provide formal bud
act resulting from 
will be indicated at
actively pursue fun

rnment or from priv
al to do so. 
ts shall be prioritize

project appropriation
e funding source w
closing resolution

btain formal autho
unexpended appr

e fund from which t
mounts budgeted, 

shall be provided. 

PENDITURE POL

strive to develop a
m to avoid becomin
to minimize the 
ensure its ability to 
enues shall be est
d estimates provid
agencies when ava
“one-time” or limite

ty’s operating budg
e within the market
ees may be charge
sidents. 
venue shall only 
d in a fiscally respo
basis, the City wil
 which fully cover t

Finan
n all outstanding p
ach CIP project w

project proposal 
ule, authorize all p
ns and laws are

for reporting pro

eds are identified a
level, the appropri

dgetary authority fo
the change on the
t that time. 
nding, other than b
vate sources for all

ed according to goa

ns may be transfer
with the approval of 

 will be submitted
orization to close
ropriations for the
the appropriations w
expended, transfer

LICIES: 

and maintain a di
ng overly dependen
effects of econom
provide for ongoin

timated conservativ
ded by the State,
ailable. 
ed duration source
get. 
ting of the recreatio
ed and priority regis

be used for th
onsible manner. 
ll set fees and rate
total direct and indi

ncial Man
projects as well as 
will have a proje
sheet, ensure th

project expenditure
 observed. Proje
oject status to th

at an interim perio
ations ordinance w

or the increase. An
e overall CIP and o

orrowing, from oth
 projects for the C

als set by the May

rred to other projec
the City Manager.

d to the Mayor an
e completed capit
ese projects will b
were made. A repo
rred and returning 

versified and stab
nt on any single typ
mic fluctuations o
g services. 
vely using accepte
, County and oth

s will not be used 

on programs, high
stration will be give

e purposes legal

es for the enterpris
rect operating cost

nageme
to 

ect 
at 

es, 
ect 
he 

od 
will 
ny 
on 

er 
IP 

or 

cts 

nd 
tal 
be 
ort 
to 

ble 
pe 
on 

ed 
er 

to 

er 
en 

lly 

se 
ts, 

7.

8.

9.

10.

11.

 
User Fe
 
Fees fo
that the
changes
appropr
 
In order
should 
complet
changes
adjusted
there ha
delivery
 

•

nt Polici
and all capital ou
sole provider of 
consideration. In 
direct and indirec
The City shall ac
opportunities whe
City shall thorou
obligations, indire
the grant. 
Gifts, bequests a
any, obligations a
donations shall be
General Fund rev
aside in accorda
upkeep and furni
amount of Genera
authorized by the
the Glenview Man

 An amount equa
involving the cons
and other public
General Fund to
ordinance 3-04, p

 An amount equal
General Fund to 
by the Mayor and

ee Cost Recovery 

or services will be 
ey keep pace with
s in methods or 
riate and equitable 

r to implement this 
be undertaken at

ted in FY 2011.  In
s in the Baltimore-W
d during this inter
ave been significa

y. General concepts

Cost recovery go
service, including
administration co
accounting, perso

ies 
utlay and debt serv
the service and co
these instances, fe

ct operating expens
ctively pursue Fed
en deemed approp
ughly consider the
ect costs and matc

and donations will 
are to be placed up
e used solely for th
venues in an amou
ance with resolutio
ishing of Glenview

ral Fund revenue to
e Director of Recrea
nsion Subcommitte

al to one percent of
struction of, or maj
c structures is to 

o the Art in Public 
pending appropriati
l to $1 per capita is
the Art in Public Pl

d Council. 

 Goals: 

reviewed and upda
h inflation. In add

levels of service
for all users. 

goal, a comprehen
t least every five

n the interim, regula
Washington Consu
rim period based o
ant changes in the 
s to be followed are

oals should be bas
g all direct costs a
osts, and organiz
onnel, IT, insurance

vice, except where 
ompetitive rates m
ees and rates mus

ses. 
deral, State, Count
riate. Before accep
e implications in t
hing requirements 

be evaluated to d
pon the City.  Gifts

he purpose intende
unt of $20,000 ann
on 20-85 that are 

w Mansion. $20,000
o set aside. Expend
ation and Parks as
ee. 
f the City’s costs f
jor improvements to
 be transferred a
Architecture prog

ion by the Mayor an
s to be transferred 
laces program pen

ated on an ongoin
ition, fees need to
 delivery to ensu

nsive analysis of C
e years. The last 
atory fees can be a
umer Price Index (C
on supplemental a

method, or level 
e: 

ed on the total cos
and all indirect co

zation-wide suppor
e etc.). 

the City is not the 
must be taken into 
st at least cover all 

ty and other grant 
pting the grant, the 
terms of ongoing 
in connection with 

determine what, if 
s, bequests and/or 
d by the donor. 
ually are to be set 
dedicated to the 

0 is the maximum 
ditures can only be 
 recommended by 

for capital projects 
o, buildings, parks 

annually from the 
ram in support of 
nd Council. 
annually from the 
ding appropriation 

ng basis to ensure 
o be updated for 

ure that they are 

City costs and fees 
such study was 

adjusted by annual 
CPI). Fees may be 
analysis whenever 
of cost of service 

st of delivering the 
osts (departmental 
rt costs such as 

B - 4



Financial Management Policies 
 

• The method of assessing and collecting fees should be as simple as 
possible in order to reduce the administrative cost of collection. 

• Rate structures should be sensitive to the “market” for similar services 
as well as to smaller, infrequent users of the service. 

• Fees should be charged to all entities using City services including 
Federal, State and County jurisdictions unless exempt by law. 

• City Manager may exempt fees where it is in the City’s best interest to 
do so, and in accordance with business need. 

 
Though the overall cost recovery goal is based on total cost recovery (direct and 
indirect costs), there are many programs that base their cost recovery on direct 
costs only. 
 
Where the City contracts out public employees to provide services to private 
individuals or businesses, such as police officers or meter readers, the fully 
loaded cost, (salary, benefits, overhead) should be charged to ensure that 100% 
of the employees time is paid for by the user of the service. 
 
Definitions:  
 
Direct costs are those that can be specifically identified with a particular cost 
objective, such as street maintenance, police protection, and water service. 
Indirect costs are not readily quantifiable with a direct operating program, but 
rather, are incurred for a joint purpose that benefits more than one cost objective.  
 
Common examples of indirect cost functions include accounting, purchasing, 
legal services, personnel administration and building maintenance. Although 
indirect costs are generally not directly linked with direct cost programs, their cost 
may be included as part of the total cost of providing specific goods and services.  
 
Regulatory Programs: 
 
Services under this category include mainly Planning, Building and Safety, and 
Engineering. Cost recovery goals for these services in most instances should be 
100 percent. However, in charging at this level, the City needs to clearly establish 
and articulate standards for its performance in reviewing developer applications 
to ensure that there is “value for cost.”  Despite having a cost recovery goal of 
100 percent, there are reasons why staff would recommend a fee below this 
policy goal.  These reasons include benchmarking fees to surrounding 
communities, the ability of the community and developers to pay, and the level of 
compliance with regulations.  In all instances, fees established below the full cost 
recovery goal imply that there is a level of community benefit to that service. 
 
Revenue-generating cost centers whose activities fall mostly under the regulatory 
program category include: 
 

• Zoning and Development Review (CPDS) 
• Application, Processing, and Permit Issuance, and Building, Fire and 

Life Safety inspections (CPDS) 

• Neighborhood Services (Police) 
• Community Enhancement / Code Enforcement (Police) 
• Development Review and Engineering (Public Works) 
• Forestry Development Review (Recreation and Parks) 

 
Recreation and Park Programs: 
 
Fees are reviewed annually by the Recreation and Parks Advisory Board. The 
fees that fall into this category include user fees of public recreation facilities and 
programs, rental fees for use of public grounds and facilities, admission fees for 
public events, special service fees for extraordinary items, and vendor fees for 
the privilege of selling goods and services on public property. In addition to these 
fees, grants and other financial contributions from businesses and other levels of 
government support recreation and parks programs. 
 
There are four categories of Recreation and Parks programs.  The level of cost 
recovery in each category is based on different service levels provided 
throughout the community.  Each revenue-generating cost center within the 
Department of Recreation and Parks has a target cost recovery goal that falls 
within the ranges defined as follows.   
 
Basic Services, Parks and Facilities: 
 
These services include operation and maintenance, open space and recreation 
facilities, neighborhood and Citywide parks, greenways, trails, right-of-way 
islands and landscaping including street trees, playgrounds, non-reservation 
amenities and other similar public facilities, maintenance operations facilities, as 
well as overall department administrative activities.  These services primarily 
serve to support individual and small-group non-reserved/non-consumptive/non 
facility-based amenities and recreation activities. 
 
No cost recovery is associated with the following functions.  These services are 
provided to the community with funds derived from tax revenues.   
 
These activities include but are not limited to: 
 

• Bike and pedestrian pathways maintenance  
• City uses for activities, meetings, etc. with no associated revenue  
• Dog Park maintenance  
• Facility landscaping and maintenance  
• Nature observation 
• Outdoor courts maintenance  
• Parks maintenance 
• Playgrounds maintenance 
• Picnic areas maintenance 
• Right-of-way landscaping 
• Skate Park maintenance 
• Trail and pathway maintenance 
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• Urban forestry maintenance 
 
Cost centers whose activities fall mostly under this category include: 
 

• Athletic Fields Services  
• East Parks Services 
• Facilities Maintenance 
• Horticulture Services 
• Parks Administration and Support  
• Rights-of Way Maintenance 
• Urban Forestry Maintenance 
• West Parks Services 

 
Community Benefit –Programs, Services and Facilities: 
 
These services include basic recreation programs, activities and events which 
utilize parks, recreation facilities and other public spaces, providing benefits to 
the entire community or a large portion thereof, are not routinely provided by the 
private sector and are partially supported by fees and charges.  These are 
considered to provide a baseline level of service and can be considered to 
enhance the quality of life for Rockville residents. 
 
Community Benefit programs and facility uses are expected to recover between 
5 percent and 20 percent of direct costs from fees, sponsorships and grants.  
Supplemental funding is provided via tax dollars.  
 
These activities include but are not limited to: 
 

• Farmers’ Market  
• Outdoor performing arts series  
• Senior Social Services 
• Senior transportation services 
• Seasonal programs and events 
• Special events 

 
Cost centers whose activities fall mostly under the Community Benefit category 
include: 
 

• Senior Citizen Support Services 
• Special Events 
 

 
 
 

Community/Individual Benefit Services: 

These services provide benefits that accrue both to the community at large as 
well as to the individual served.  They are available to all; however, space, time, 
consumptive use, cost of supply and other factors may limit or preclude 
participation.  The private sector, in particular non-profits, may offer some of 
these services.  Due to the limitations listed above and especially to “cost of 
supply” circumstances, these services have been designated to recover between 
20 percent and 100 percent of direct costs. These programs have the following 
bands with associated cost recovery percentages: Band A Recreation Programs 
(20%-50%); Band B Neighborhood Community Recreation Facilities (20%-50%); 
Band C Sports Programs (70%-100%) and Band D Major Recreation Facilities 
(65%-100+%). 

Supplemental funding is provided as necessary and appropriate with tax dollars.  
 
These activities include but are not limited to: 
 

• Adult sports leagues 
• After School programs  
• Arts Programs 
• Concert Band, Community Chorus, Rockville Regional Youth Orchestra, 

Civic Ballet  
• Grant supported programs  
• Introductory or basic skill level activities of all types for all ages 
• Outdoor adventure activities 
• Recreation/Community center, civic center programs and rentals  
• Resident Companies at F. Scott Fitzgerald Theater  
• Senior citizen recreation programs 
• Senior citizen sports and fitness programs 
• Summer Playgrounds 
• Swim and Fitness Center facility and program use (memberships, daily 

admissions, classes, swim team, etc.) 
• Teen programs 
• Youth sports leagues, including partner non-profit leagues 

 
Cost centers whose activities fall mostly under the Community/Individual Benefit 
category include: 
 
Band A – Recreation Programs (20%-50%) 

• After School Recreation 
• Arts 
• Outdoor Recreation 
• Senior Citizen Recreation 
• Senior Citizen Sports and Fitness 
• Summer Playgrounds 
• Teens 
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