
MEMORANDUM 

TO: Government Operations and Fiscal Policy (GO) Committee 

FROM: Gene Smith, Legislative Analyst ~ 

GO Committee #1 
June 20, 2019 

June 18, 2019 

SUBJECT: Resolution to approve the Tax Supported Fiscal Plan Summary for the FY20-25 Public 
Services Program 

PURPOSE: Worksession on subject resolution, make recommendation to the Council 

Expected Attendees 
Mary Beck, Capital Budget Manager, Office of Management and Budget 
Rob Hagedoom, Fiscal Management Chief, Department of Finance 

See the proposed resolution and Tax Supported Fiscal Plan Summary for the FY20-25 Public 
Services Program on ©l-4. This resolution and summary are based upon the fiscal decisions the Council 
approved on May 23, 2019. The Council is scheduled to act on June 25. 

Council staff recommends approval of the subject resolution. 

I. Context 

Section 302 of the County Charter states in part: The County Executive shall submit to the 
Council, not later than March 15 of each year, comprehensive six-year programs for public services and 
fiscal policy. The six-year programs shall require a vote of at least five Councilmembers for approval 
or modification. Final Council approval of the six-year programs shall occur at or about the date of 
budget approval. 

In June 2010 the Council approved for the first time a six-year Fiscal Plan that was balanced for 
the entire period. 1 Each June since then the Council has taken similar action. The Fiscal Plan is then 

1 On June 29, 2010 the Council approved policies on reserve and other fiscal matters in Resolution No. 16-1415. Action 
clause 5 states: The County should adopt a fiscal plan that is structurally balanced, and that limits expenditures and other 
uses of resources to annually available revenues. The fiscal plan should also separately display reserves at policy levels, 
including additions to reserves to reach policy level goals. On November 29, 2011 the Council strengthened these policies 
in Resolution No. 17-312, which retained the fiscal plan language and replaced the earlier resolution. See ©5-8. 



updated every year in December, three months before the release of the Executive's next recommended 
budget. Updates to economic indicators and revenue projections can theoretically result in a six-year 
plan that is more (or less) constrained than the one approved by the Council in June. 

The FY20-25 Tax Supported Fiscal Plan Summary, like all versions of the Fiscal Plan, reflects 
current fiscal projections and policy assumptions. As economic and fiscal conditions change, future 
versions of the plan will change as well. For example, the December update will reflect changes to FY20 
revenue estimates and FY21-25 revenue projections, while the March and May versions will reflect 
changes to State Aid based on the actions of the Maryland General Assembly. 

II. Fiscal Projections and Policy Assumptions 

Fiscal projections change as local, national, and global economic and financial prospects change. 
Updated projections will be available for the next two versions of the Fiscal Plan, which are scheduled 
for December 2019 and March 2020. 

The policy assumptions for this version are listed in the notes on ©3: 

a) The FY20 average weighted property tax rate is 0.28 cents lower than in FY19, with a $692 
income tax offset credit. Property tax revenue at the Charter limit, with a $692 credit, is assumed 
throughout the 6-year period. Other taxes are at current rates. 

b) Reserve contributions are at the policy level and consistent with legal requirements - I 0.0% of 
adjusted governmental revenue in FY20. See ©4. 

c) PAYGO, debt service, and current revenue reflect the Council's Approved FYl9-24 Amended 
Capital Improvements Program. 

d) State aid, including MCPS and Montgomery College, is assumed to be flat in FY21-25 because, 
while increases may well occur, the amounts are currently unknown. 

A. Revenue 

Total revenue is projected to increase throughout the 6-year period (2.0% in FY21, 2.5% 
in FY22, 2.9% in FY23, 3.2% in FY24, and 3.0% in FY25). These increases are below the recent 
increases of many of the most significant drivers of demand for County resources - compensation for 
the County's excellent employees, benefits for both current employees and retired employees, growing 
demand for and cost of both government services and capital facilities. 

Property tax revenue, 36.0% of total revenue in FY20, is projected to increase at rates between 
1.6% and 3.5% for the remainder of FY20-25, with FY20 at the low-end (1.6%) and the future years 
anticipated to experience greater growth. See row I on ©3. Income tax revenue, 32.2% of total revenue 
in FY20, is projected to increase at rates between 3 .5% to 4.8%. Again, the future years are anticipated 
to experience growth at the higher end of these estimates. See row 2 on ©3. Other tax and non-tax 
revenue is projected to increase more slowly or decrease in some instances. See rows 3 through 5 on ©3. 

B. Resources available to allocate to agencies 

The current projections for resources available to the agencies are for a 0.3% increase in 
FY21 followed by increases of 2. 7%, 2.4%, 3.6%, and 3.3% in FY22-25. These numbers, which will 



of course change over time, are below the pre-recession historical growth rates that the agencies, the 
workforce, and the community came to expect. 

Resources available to agencies are a function not only of revenues but also of fixed 
commitments and planned expenditures ( e.g. debt service, current revenue spending for capital projects, 
retiree health pre-funding, etc.). In the absence of additional revenues or reduced fixed commitments, 
agency allocations will continue to be constrained. Constrained agency allocations, in conjunction with 
any future increases in employee compensation and benefits, will limit future service expansions and 
workforce growth. 

C. Fixed commitments 

Debt service. Debt service is projected to increase by $19.6 million, or 4.6%, in FY21. See row 
12 on ©3. The increase in debt service obligations contributes to the downward pressure on resources 
available for agency allocation in FY20. Debt service obligations increase by 3.0% in FY22, 3.4% in 
FY23, -0.2% in FY24, and I .6% in FY24. 

PAYGO. Resolution No. 17-312 states: "The County should allocate to the CIP each year as 
PA YGO [cash] at least I 0% of the amount of general obligation bonds planned for issue that year." 
Consistent with the Council's actions earlier this year to slowly reduce the County's borrowing which 
gradually reduced general obligation bond limits from $340.0 million to $300.0 million over 4 years, 
PA YGO was set at $32.0 million in FY20. Based on the Council's actions during reconciliation for the 
CIP, PAYGO is projected at $32.0 million in FY21 (was $31.0 million, previously), $31.0 million in 
FY22 (was $30.0 million, previously), and $29 .0 million in FY23 and FY24. See row I 3 on ©3. 

Current revenue funding for the CIP. Current revenue in the CIP increases by $53.0 million, 
or 158.2%, from FY20 to FY2 l. The Fiscal Plan anticipates that these costs will be well above the FY20 
funding-level due to savings shifted, funding switches, and delays to previously programmed 
expenditures. See row 14 on ©3. 

Reserve. Before the recession the County's policy called for a 6% reserve. The target for FY20 
is 10.0%, or $536.2 million. See row 44 on ©4. FY20 reserves include $363 .9 .0 million in the Revenue 
Stabilization Fund2 and $172.3 million in unrestricted General Fund reserve. 3 The FY20 contributions 
to reserves are estimated at $31.3 million, followed by $9.0 million in FY21. Meeting the 10% reserve 
target in FY20 will reduce the fiscal pressure that has resulted in part from the County's aggressive 
efforts to restore and fortify reserves. 

OPEB. Resolution 17-312 refers to OPEB (Other Post-Employment Benefits), including pre­
funding for retiree health benefits. The tax supported cost for pre-funding retiree health benefits for all 

2 In 1994, following the severe recession, the start-up balance in the Revenue Stabilization Fund was only $10 million. 3 As an additional reserve starting in FY12, there is a Snow and Storm Cleanup Non-Departmental Account to supplement 
the amounts budgeted for the Departments of Transportation and General Services. The FY19 original appropriation for this 
reserve is $2.9 million. 



agencies in FY20 is $121.4 million.4 See rows 53 through 56 on ©4. The GO Committee plans to 
review OPEB-related issues in early FY20. 

This packet contains: 
Proposed resolution 
Tax Supported Fiscal Plan Summary for FY20-25 
Resolution 17-312 

F:\Smith\Budget\FY20\Council\Fiscal Plan\GO.docx 

Circle# 
I 
3 
5 

4 Meeting the full annual required contribution for OPEB represents a dramatic turnaround from the recession years. For 
example, in FYI I, when the County's first five-year phase-in schedule called for a $149 million tax supported contribution, 
the actual contribution was zero. 



Resolution No.: 
Introduced: June 18, 2019 
Adopted: 

COUNTY COUNCIL 
FOR MONTGOMERY COUNTY, MARYLAND 

Lead Sponsor: Government Operations and Fiscal Policy Committee 

SUBJECT: Approval of the County's Tax Supported Fiscal Plan Summary for the FY20-25 
Public Services Program 

Background 

I. Section 302 of the County Charter states in part: The County Executive shall submit to the 
Council, not later than March 15 of each year, comprehensive six-year programs for public 
services and fiscal policy. The six-year programs shall require a vote of at least jive 
Councilmembers for approval or modification. Final Council approval of the six-year 
programs shall occur at or about the date of budget approval. 

2. Starting in 1992, the Council's Government Operations and Fiscal Policy Committee (known 
until December 2010 as the Management and Fiscal Policy Committee) has collaborated with 
the Office of Management and Budget and the Department of Finance to develop and refine 
County fiscal projections. The result has been continuous improvement in how best to 
display such factors as economic and demographic assumptions, individual agency funds, 
major known commitments, illustrative expenditure pressures, gaps between projected 
revenues and expenditures, and productivity improvements. This work has also increased the 
County's ability to harmonize the fiscal planning methodologies of the four tax supported 
agencies. Each version of the fiscal projections, or six-year fiscal plan, is a snapshot in time 
that reflects the best estimate of future revenues and expenditures as of that moment, as well 
as a specific set of fiscal policy assumptions. 

3. On June 29, 2010 the Council approved policies on reserve and other fiscal matters in 
Resolution No. 16-1415. Action clause 5 states: The County should adopt a fiscal plan that is 
structurally balanced, and that limits expenditures and other uses of resources to annually 
available revenues. The fiscal plan should also separately display reserves at policy levels, 
including additions to reserves to reach policy level goals. On November 29, 2011 the 
Council strengthened these policies in Resolution No. 17-312, which retained the fiscal plan 
language and replaced the earlier resolution. 



Page2 Resolution No.: 

4. Pursuant to these policies, on June 29, 2010 the Council approved the Tax Supported Fiscal 
Plan Summary for the FYJ 1-16 Public Services Program in Resolution No. 16-1416. On 
June 28, 2011 the Council approved the Tax Supported Fiscal Plan Summary for the FYl 2-
17 Public Services Program in Resolution No. 17-184. On June 26, 2012 the Council 
approved the Tax Supported Fiscal Plan Summary for the FY13- l 8 Public Services Program 
in Resolution No. 17-479. On June 25, 2013 the Council approved the Tax Supported Fiscal 
Plan Summary for the FYl4-19 Public Services Program in Resolution No. 17-800. On June 
17, 2014 the Council approved the Tax Supported Fiscal Plan Summary for the FYl5-20 
Public Services Program in Resolution No. 17-1137. On June 30, 2015 the Council approved 
the Tax Supported Fiscal Plan Summary for the FYI 6-21 Public Services Program in 
Resolution No. 18-205. On June 28, 2016 the Council approved the Tax Supported Fiscal 
Plan Summary for the FYI 7-22 Public Services Program in Resolution No. 18-544. On June 
27, 2017 the Council approved the Tax Supported Fiscal Plan Summary for the FY18-23 
Public Services Program in Resolution No. 18-863. On June 19, 2018 the Council approved 
the Tax Supported Fiscal Plan Summary for the FYI 9-24 Public Services Program in 
Resolution No. 18-1166. 

5. On June 18, 2019 the Council introduced a resolution on the Tax Supported Fiscal Plan 
Summary for the FY20-25 Public Services Program. On June 20, 2019 the Government 
Operations and Fiscal Policy Committee reviewed the Fiscal Plan Summary. 

Action 

The County Council for Montgomery County, Maryland approves the Tax Supported 
Fiscal Plan Summary for the FY20-25 Public Services Program, as outlined on the attached 
pages. This summary reflects: 

(1) current information on projected revenues and non-agency 
expenditures for the six-year period, which must be updated as 
conditions change. To keep abreast of changed conditions the Council 
regularly reviews reports on economic indicators, revenue estimates, 
and other fiscal data. 

(2) the policy on expanded County reserves established in Resolution No. 
17-312 and the amendments to the Revenue Stabilization Fund law in 
Bill 36-10, which the Council approved on June 29, 2010. 

(3) other specific fiscal assumptions listed in the summary. 

This is a correct copy of Council action. 

Megan Davey Limarzi, Esq. 
Clerk of the Council 
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County Council Approved FY20-25 Public Services Program 
Tax Supported Fiscal Plan Summary 

App. % Chg Projected 
Q.?Q FY20 I FY20-21 FY21 I FY21-22 FY22-23 FY23 

"'PP/App 5-23-19 
Total Revenues 

Property Tax 1,808.4 1,786.5 1.6% 1,836.8 3.1% 1,893.8 3.1% 1.951.9 3.5% 2,020.5 Income Tax 1,585.2 1,542.9 3.5% 1,640.3 3.8% 1,702.9 3.5% 1,762.6 4.6% 1,843.2 Transfer/Recordation Tax 162.9 180.6 12.2% 182.8 0.5% 183.7 2.1% 187.7 3.0% 193.3 Other Taxes 273.7 278.3 3.5% 283.2 -1.4% 279.3 1.6% 283.7 -1.2% 280.3 Other Revenues 1,098.1 1,110.1 5.0% 1,152.8 -1.1% 1,140.2 0.4% 1,144.6 0.4% 1,149.1 !Total Revenues 4,928.3 4,898.4 3.4% 5,095.9 2.0% 5,199.9 2.5% 5,330.4 2.9% 5,486.4 

Net Transfers In IOutl 34.9 26.1 -53.9% 16.1 2.5% 16,5 2.7% 16.9 2.7% 17.4 
Total Revenues and Transfers Available 4,963.3 4,924.4 3.0% 5,112.0 2.0% 5,215.4 2.5% 5,347.3 2.9% 5,503,8 

Non-Operating Budget Use of Revenues 
Debt Service 420.0 416.5 2.4% 430.0 4.6% 449.6 3.0% 463.0 3.4% 478.7 PAYGO 33.0 33.0 -3.0% 32.0 0.0% 32.0 ·3.1% 31.0 -6.5% 29.0 GIP Current Revenue 35.6 29.5 -6.0% 33.5 158.5% 86.5 -14.4% 74.1 33.5% 98.9 Change in Other Reserves -37.3 -20.2 47.3% -19.6 100.9% 0.2 1.3% 0.2 15.6% 0.2 Contribution to General Fund Undesignated Reserves 21.1 61.5 -61.4% 8.1 -38.4% 5.0 0.7% 5.1 9.1% 5.5 Contribution lo Revenue Stab~ization Reserves 29.7 32.1 -22.1% 23.1 -82.7% 4.0 100.0% 8.0 35.6% 10.9 Set Aside for other uses (supplemental appropriations) -4.0 -6.1 148.0% 1.9 942.5% 20.0 0.0% 20.0 0.0% 2D.O Total Other Uses of Resources 498.2 546.3 2.2% 509.0 17.3% 597.3 0.7% 601.3 7.0% 643.2 
Avallable to Allocate to Agencies (Total Revenues+Net 

4,465.1 4,378.2 3.1% 4,603.0 0.3% 4,619.1 2,7% 4,746.0 2.4% 4,860.6 Transfers-Total Other Uses) 

Agency uses 

Montgomery County Public Schools (MCPS) 2.444.1 2.425.9 2.9% 2,514.3 
Montgomery College (MC) 265.5 261.2 0.0% 265.5 
MNCPPC (wto Debi Service} 128.3 126 5 3.2% 132.4 
MCG 1,627.2 1,564.4 3.9% 1,690.8 
Agency Uses 4,465.1 4,378.2 3.1% 4,603.0 0.3% 4,619,1 2.7% 4,746.0 2.4% 4,860.6 
Total Uses 4,963.3 4,924.4 3.0% 5,112.0 2.0% 5,216.4 2.5% 5,347.3 2.9% 5,503.8 

{Gap)/Avallable 0.0 0.0 o.o 0.0 0.0 0.0 

Assumptions· 
1. Property taxes are at the Charter limit with a $692 credit. other taxes are at current rates. 
2. Reserve contributions are consistent with legal requirements and the minimum policy target. 
3. PAYGO, debt service, and current revenue reflect the Amended FY19-24 capital Improvements Program. 
4. State Aid, including MCPS and Montgomery College, is not projected to increase from FY20-25. 

% Chg ProJected 
FY23-24 FY24 

3.5% 2,091.4 3.3% 2,160.8 
4.8% 1,930.8 4.7% 2,021.1 
4.9% 202.7 4.5% 211.8 
1.6% 284.9 -0.7% 283.0 
0.4% 1,153.8 0.4% 1,158.5 
3.2¾ 5,663.6 3.0% 5,835.2 

2.7'/4 17.9 2.7% 18.4 

3.2% 5,681.4 3.0% 5,853.6 

-0.2% 477.8 1.6% 485.5 
0.0% 29.0 0.0% 29.0 
1.0% 99.9 0.0% 99.9 
6.1% 0.2 -0.3% 0.2 

20.2% 6.6 15.4% 7.6 
12.4% 12.2 -15.6% 10.3 
0.0% 20.0 0.0% 20.0 
OA% 645.8 1.1% 652.6 

3.6% 5,035.6 3.3% 6,201.0 

3_50,1, 5,035.6 3.3% s,201.0 

3.2% 5,681.4 3.0% 5,853.6 

0.0 0.0 

G) 



" Beginning Reserves 
32 Unrestricted General Fund 

I 
33 Revenue StablDzatlon Flffld 
34 Total Reserves 
35 

" Additions to Reserves 
37 Unrestricted General Fund 

I 
38 Revenue Stablllzatlon Fund 
39 Total Change In Reserves 
40 
4' Ending Reserves 
42 Unrestrtcted GeMral F1md 

I 43 Revenue StabH11:atlon Ftmd 
44 Total Reserves 

45 I Reserves as a% of Adjusted Governmental Revenues I 

46 Other Reserves 
47 Montgomery College 

I 
48 M-NCPPC 
49 MCPS 
so MCG Speclal Funds 

61 1
McG + Agency Reserves as a% of Adjusted Govt 
Revenues I 

" Retiree Health Insurance Pre-Funding 

53 Montgomery County Public Schools (MCPS) 

54 Montgomery College (MC) 

55 MNCPPC 

S£ MCG 

57 Subtotal Retiree Health Insurance Pre-Funding 

58 Adjusted Governmental Revenues 

" Total Tax Supported Revenues 

60 Capital Projects Fund 

61 Grants 

62 Total Adjusted Governmental Revenues 

County Council Approved FY20-25 Public Services Program 
Tax Supported Fiscal Plan Summary 

% Chg. App. % Chg. Projected % Chg. Projected % Chg. Projected 
FY19-20 FY20 FY20-21 FY21 FY21-22 FY22 FY22-23 FY23 

13301 102.71 23.4% 
16421 

5.0% 
172.31 

2.9% 
17731 

2.9% 
18241 308.3 308.7 10.6% 340.8 6.8% 363.9 1.1% 367.9 2.2% 375.9 

441.2 411.4 14.4% 505.0 6.2% 536.2 1.7% 545.2 2.4% 558.3 

,, 1 I 6151 
-61.4% 

8 1 I -38.4% 
501 

0.7% 
5 1 I 9,1% 

5 51 29.7 32.1 -22.1% 23.1 -82.7% 4.0 100.0% 8.0 35.6% 10.9 
50.8 93.6 -38.4% 31.3 -71.2% 9.0 44.8% 13.1 25.4% 16.4 

154.1 164.2 11.8% 172.3 2.9% 177.3 2.9% 182.4 3.0% 187.9 338.0 340.8 7.7% 363.9 1.1% 367.9 2.2% 375.9 2.9% 386.8 
492.0 505,0 9.0% 536.2 1.7"/4 545.2 2.4% 558.3 2.9"/4 574.7 

9.4% 9.7% 10.0% 10.0% 10.0% 10.0% 

4 71 7 51 
-3.8% 

451 
00% 

451 
0.0% 

451 
0.0% 

451 
4.3 5.6 14.4% 5.0 3,1% 5.1 3.1% 5.3 3,5% 5.5 
0.0 25.0 "" 0.0 "'' 0.0 "'' 0.0 "'' 0.0 
0.8 -8.2 -4.4% 0.8 2.9% 0.8 2.9% 0.8 3.0% 0.9 

9.6%1 10.3%1 10.2%1 10.2%1 10.2%/ 10.2%1 

79.4 27.2 78.5 85.0 89.2 88.2 
2.8 0.0 5.4 5.5 5.5 5.4 
3.0 3.0 2.8 2.7 2.6 2.5 

43.6 9.0 34.7 34.5 34.3 31.7 
128.8 39.2 121.4 127.7 131.6 128.0 

4,928.3 4,898.4 3.4% 5,095.9 2.0% 5,199.9 2.5% 5,330.4 2.9% 5,486.4 
187.2 187.2 -22.2% 145.7 -15.0¾ 123.9 1.2% 125.4 1.3% 126.9 
118.5 118.5 0.6% 119.2 2.5% 122.2 2.7% 125.5 2.7% 128.9 

5,234.0 5,204.1 2.4% 5,360.9 1.6% 5,446.0 2.5% 5,581.3 2.9% 5,742.3 

% Ch!}. Projected % Chg. Projected 
FY23-24 FY24 FY24-25 FY25 

3.0% 
187.91 3.5% 194.5 

2.9% 386.8 3.2% 399.0 
2.9% 574.7 3.3% 593.5 

20.2% 
661 

15.4% 7.6 
12.4% 12.2 -15.6% 10,3 
15.1% 18.8 -4.7% 17.9 

3.5% 194.5 3.9% 202.2 
3.2% 399.0 2.6% 409.3 
3.3% 593.5 3.0% 611.4' 

10.0% 10.0% 

0.0% 
451 

0.0% 4.5 
3,5% 5.6 3.3% 5.8 

"'' 0.0 "" 0.0 
3.5% 0.9 3.9% 0.9 

10.2%1 10.2% 

87.7 81.1 

5.3 5.2 

2.5 2.5 

29.9 28.6 

125.5 117.4 

3.2% 5.663.6 3.0% 5,835.2 

1.7% 129.1 0.0% 129.1 
2.7% 132.4 2.7% 136.0 

3.2% 5,925.0 3.0% s.100.2 

@ 



ResolutionNo: 17-312 
----'---"--'-'------

Introduced: November 29,201 l 
Adopted: November 29, 2011 

COUNTY COUNCIL 
FOR MONTGOMERY COUNTY, MARYLAND 

By: Government Operations and Fiscal Policy Committee 

SUBJECT: Reserve and Selected Fiscal Policies 

Background 

1. Fiscal policy corresponds to the combined practices of government with respect to revenues, 
expenditures, debt management, and reserves. 

2. Fiscal policies provide guidance for good public practice in the planning of expenditures, 
revenues, and funding arrangements for public services. They provide a framework within 
which budget, tax, and fee decisions should be made. Fiscal policies provide guidance 
toward a balance between program expenditure requirements and available sources of 
revenue to fund them. 

3. As a best practice, governments must maintain adequate levels of fund balance to mitigate 
current and future risks (e.g., revenue shortfalls and unanticipated expenditures) and to 
ensure stable tax rates. Fund balance levels are a crucial consideration, too, in long-term 
financial planning. Credit rating agencies monitor levels of fund balance and unrestricted 
fund balance in a government's general fund to evaluate a government's continued 
creditworthiness. 

4. In FYIO, the County experienced an unprecedented $265 million decline in income tax 
revenues, and weathered extraordinary expenditure requirements associated with the HlNl 
flu virus and successive and historic winter blizzards. The costs of these events totaled in 
excess of $60 million, only a portion of which was budgeted and planned for. 

5. In a memorandum dated April 22, 2010, the County Executive recommended that the 
County Council restore reserves first to the current 6% policy level for FYI I and also revise 
and strengthen policy levels in order to more appropriately position the County to weather 
economic cycles in the future, and to achieve structural balance in future budgets. 

6. The County's financial adviser recommended that the County strengthen its policy on 
reserves and other fiscal policies to ensure budget flexibility and structural stability, and 
provided specific recommendations, which are reflected below. 

® 
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7. On June 29, 2010 the Council approved Resolution No. 16-1415, Reserve and Selected 
Fiscal Policies. This Resolution established a goal of achieving the Charter §310 maximum 
for the reserve in the General Fund of 5% of General Fund revenues in the preceding fiscal 
year, and of building up and maintaining the sum ofUmestricted General Fund Balance and 
Revenue Stabilization Fund Balance to 10% of Adjusted Governmental Revenues (AGR), 
as defined in the Revenue Stabilization Fund law. 

8. The County's reserve policy should be further clarified and strengthened. This resolution 
replaces the reserve policy established in Resolution No. 16-1415. 

Action 

The County Council for Montgomery County, Maryland approves the following policies 
regarding reserve and selected fiscal matters: 

I . Structurally Balanced Budget 

Montgomery County must have a goal of a structurally balanced budget. Budgeted 
expenditures should not exceed projected recurring revenues plus recurring net transfers in 
minus the mandatory contribution to the required reserve for that fiscal year. Recurring 
revenues should fund recurring expenses. No deficit may be planned or incurred. 

2. Use of One-Time Revenues 

One-time revenues and revenues in excess of projections must be applied first to restoring 
reserves to policy levels or as required by law. If the County determines that reserves have 
been fully funded, then one-time revenues should be applied to non-recurring expenditures 
that are one-time in nature, PA YGO for the CIP in excess of the County's targeted goal, or 
unfunded liabilities. Priority consideration should be given to unfunded liabilities for retiree 
health benefits (OPEB) and pension benefits prefunding. 

3. PAYGO 

The County should allocate to the CIP each fiscal year as PA YGO at least I 0% of the 
amount of general obligation bonds planned for issue that year. 

4. Fiscal Plan 

The County should adopt a fiscal plan that is structurally balanced, and that limits 
expenditures and other uses of resources to annually available revenues. The fiscal plan 
should also separately display reserves at policy levels, including additions to reserves to 
reach policy level goals. 
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5. County Government Reserve 

(a) County Government Reserve. The County Government Reserve has three 
components. The components of the budgeted reserve at the end of the next fiscal 
year are: 

(i) Reserve in the General Fund. The County's goal is that this reserve will 
be the maximum permitted by §310 of the Charter, which is 5% of 
revenues in the General Fund in the previous fiscal year; 

(ii) Reserve in the Revenue Stabilization Fund (RSF). This budgeted 
reserve at the end of the next fiscal year is the reserve at the beginning of 
the year, plus interest on the fund balance, plus a mandatory transfer from 
the General Fund, as defined in the Revenue Stabilization Fund law, plus a 
discretionary transfer if the Council approves one. The actual amount of 
the mandatory transfer is calculated in accordance with §20-68 of the 
Montgomery County Code; and 

(iii) Reserve in the other tax supported funds in County Government. The 
budgeted reserve at the end of the next fiscal year for the following funds -
Fire, Mass Transit, Recreation, Urban District, Noise Abatement, 
Economic Development, and Debt Service - and any other tax supported 
County Government fund established after adoption of this resolution, 
should be the minimum reserve possible (as close as possible to zero, but 
not negative), since the Council sets the property tax rate to the nearest one 
tenth of 1¢. 

(b) Calculation of budgeted reserve as a percent of Adjusted Governmental 
Revenues. The target reserve as a percent of Adjusted Governmental Revenues is 
the sum of the reserves in the General Fund and the Revenue Stabilization Fund 
divided by Adjusted Governmental Revenues, as defined in the Revenue 
Stabilization Fund law. The reserves in the other tax supported funds in County 
Government are not included in this calculation. 

(c) Budgeted reserve as a percent of Adjusted Governmental Revenues. To reach 
the County's goal of 10% of AGR in 2020, the annual minimum target goals are: 

FY13 6.4% 
FY14 6.9% 
FY15 7.4% 
FY16 7.9% 
FY17 8.4% 

· FYl8 8.9% 
FY19 9.4% 
FY20 and after 10.0% 
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The Council may make a discretionary transfer each year from the General Fund 
to the Revenue Stabilization Fund, if necessary, to reach the target goal for each 
year. The I 0% goal for FY20 and after must be reflected in the Revenue 
Stabilization Fund law. 

6. Reserves in other agencies 

The reserves for the Montgomery County Public Schools (MCPS), the Maryland-National 
Capital Park and Planning Commission (M-NCPPC), and Montgomery College (MC) are 
not included in the target reserves for County Government. The County's reserve policies 
for these agencies are: 

(a) MCPS. The Council should not budget any reserve for the MCPS Current Fund. 

(b) M-NCPPC. The reserve in the Park Fund should be approximately 4.0% of 
budgeted resources. The reserve in the Administration Fund should be 
approximately 3.0% of budgeted resources. The reserve in the Advance Land 
Acquisition Debt Service Fund should be the minimum reserve possible, since the 
Council sets the property tax rate to the nearest one tenth of I¢. 

(c) Montgomery College. The reserve in the Current Fund should be 3.0% - 5.0% of 
budgeted resources minus the annual contribution from the County. The target 
reserve in the Emergency Plant Maintenance and Repair Fund - as stated in 
Resolution No. 11-2292, approved by the Council on October 16, 1990 - "may 
accumulate up to $1,000,000 in unappropriated fund balance, such goal to be 
attained over a period of years, as fiscal conditions permit." 

7. Reports to Council 

The Executive must report to the Council: 

(a) the prior year reserve and the current year reserve projection as part of the annual 
November/December fiscal plan update; 

(b) current and projected reserve balance in the Executive's annual Recommended 
Operating Budget; 

( c) any material changes expected to have a permanent impact on ending reserve fund 
balance; and 

( d) current and projected reserve balances in any proposed mid-year savings plan. 

This is a correct copy of Council action. 

Linda M. Lauer, Clerk of the Council 

® 


