
Mayor and Council
Work Session

August 15, 2017
Agenda

"A diverse, business-friendly, and sustainable community with clean, safe and strong neighborhoods."
"Providing the most efficient and highest-quality services as the municipal location of choice for all

customers."

"Without continual growth and progress, such words as improvement, achievement, and
success have no meaning."

Benjamin Franklin

4:00 PM WORK SESSION

1. Proclamation: Forget Me Not Month - James Arnold, Disabled American Veterans
Chapter 14

4:10 PM 2. Fund Balance/Retained Earnings Policy - Revised - Valerie Means, City Administrator,
and Michelle Hepburn, Director of Finance

4:25 PM 3. Department of Community and Economic Development Loan Portfolio Update -
Jonathan Kerns, Community Development Manager, and Ashley Newcomer,
Business/Community Development Finance Specialist

4:45 PM 4. Update on Rental Licensing Program - Kathleen Maher, Director of Planning and Code
Administration, and Paul Fulk, Inspections Manager

CITY ADMINISTRATOR'S COMMENTS

MAYOR AND COUNCIL COMMENTS

ADJOURN



REQUIRED MOTION
MAYOR AND CITY COUNCIL
HAGERSTOWN, MARYLAND

Topic:
Proclamation: Forget Me Not Month - James Arnold, Disabled American Veterans Chapter 14

Mayor and City Council Action Required:

Discussion:

Financial Impact:

Recommendation:

Motion:

Action Dates:



REQUIRED MOTION
MAYOR AND CITY COUNCIL
HAGERSTOWN, MARYLAND

Topic:
Fund Balance/Retained Earnings Policy - Revised - Valerie Means, City Administrator, and
Michelle Hepburn, Director of Finance

Mayor and City Council Action Required:

Discussion:

Financial Impact:

Recommendation:

Motion:

Action Dates:

ATTACHMENTS:
File Name Description
081517_Fund_Balance_Policy_Memo.pdf Fund Balance Policy Memo



 

       
    

C I T Y   OF   H A G E R S T O W N, MARYLAND 
Finance Department 
301-739-8577 X156 

 
To:  Valerie Means, City Administrator 
 
From:  Michelle Hepburn, Director of Finance 
 
Date:  August 15, 2017 
 
Subject:  Fund Balance/Retained Earnings Policy - Revised  

 
The City’s current General Fund Balance/Retained Earnings Policy was last revised in August 1993.  Over the 
last year, the City Administrator and Finance Department has worked to make revisions to this policy.  The 
Fund Balance/Retained Earnings Policy is a guide utilized by staff in the Finance Department, by other city 
Departments, by the City Administrator, and by Mayor and Council. It is intended to provide guidelines during 
the preparation and execution of the annual budget to ensure that sufficient reserves are maintained for future 
sustainability. Fund balance is a vital measure of the fiscal health of an organization and reflects the 
accumulation an organization’s financial performance since it was created. 
 
A summary of the changes are as follows: 

 Change in title to reflect a consideration of the entire City and not just the City’s General Fund 
 Increase in the minimum percentage for General Fund unassigned fund balance from 10% to 17% of 

the General Fund’s operating budget 
 Addition of minimum level of months balance to maintain 
 Expansion of when General Fund balance may be utilized including a definition for an “unplanned 

emergency situation” 
 Addition of Enterprise Fund section 
 Addition of Health Insurance Fund section 

 
Attached are the current policy and a draft revised policy. 
 
Staff will be available for discussion and review of the draft policy at the August 15th Work Session. 
 



General Fund Balance/Retained Earnings Policy: 
 
 

1. The City will maintain a minimum undesignated fund balance (to be used for unanticipated 
emergencies) of ten (10) percent of the General Operating Budget (excluding Capital Outlay). 
These funds will be used to avoid cash flow interruptions, generate interest income, reduce the 
need for short-term borrowing and assist in maintaining an investment grade bond rating. 

2. If the fund balance should fall below the above minimum balance, the City will budget one (1) 
percent of the general fund revenue estimated for that fiscal year to get back to ten (10) percent 
within five (5) years. 

3. The City will strive to maintain sufficient retained earnings in the utility funds to provide for their 
working capital needs, minor continuing system improvements, and general system 
improvements. 

 
 



 

 

FUND BALANCE /RETAINED EARNINGS POLICY 

GENERAL FUND 

1. The City will maintain a minimum unassigned  General Fund balance to be used for 
unanticipated emergencies of not less than seventeen (17) percent of the General Operating 
Budget (excluding Capital Outlay). This is a minimum level necessary  to avoid cash flow 
interruptions, generate interest income, reduce the need for short–term borrowing and assist 
in the maintaining an investment grade bond rating. Consideration must also be given to the 
number of months of coverage the minimum level provides. A minimum level of  two (2) 
months of regular General Fund operating expenditures should be maintained within the 
fund balance. 
 

2. To the extent that the unassigned General Fund balance exceeds the targeted seventeen 
(17) percent, the City may draw upon these funds to provide pay-go financing for capital 
projects or for other one-time capital items. The City may designate parts of the unassigned 
General Fund balance that would represent tentative management plans rather than actual 
restrictions on the use of the funds. The funds may also be used to allow time for the City to 
restructure its operations in a deliberate manner but only in the context of long-term fiscal 
planning. 

 
a. If the fund balance should fall below the above minimum due to use for an unplanned 

emergency situation, defined as a sudden steep decline in revenue from which no 
reasonable expenditure reduction or tax rate increase can be planned and 
implemented in a timely fashion, the City will budget  a portion of General Fund 
revenue estimated for that fiscal year in an amount to get back to the seventeen (17) 
percent within five (5) fiscal years. 

ENTERPRISE FUNDS 

1. The City will strive to maintain sufficient retained earnings in the Enterprise  funds  to ensure 
its working capital needs, minor continuing system improvements, and general system 
improvements needs are met. In addition, there is a review and monitoring of the Enterprise 
funds retained earnings for the Enterprise Fund Dividend Transfer Policy. This dividend 
transfer policy includes a minimum working capital reserve level of two (2) months. 

HEALTH INSURANCE FUND 

1. The City will maintain a minimum unassigned fund balance: 
a. that covers thirty (30) percent of its annual total expenditures excluding transfers to 

other city fund;   
b. that will adequately fund annual Other Post Employment Benefit (OPEB) trust as 

determined from prior year actuarial report; and 
c. that covers a minimum level of three and half (3.5) months of regular health 

insurance fund operating expenditures. 



 

 

 

2. To the extent all of the above conditions are met, transfers of surplus fund balance amounts 
can be utilized to reimburse other city funds for prior year accumulations based upon 
percentage of funding provided by each fund. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Approved: August 20, 1993 

Amended: 2017 



REQUIRED MOTION
MAYOR AND CITY COUNCIL
HAGERSTOWN, MARYLAND

Topic:
Department of Community and Economic Development Loan Portfolio Update - Jonathan
Kerns, Community Development Manager, and Ashley Newcomer, Business/Community
Development Finance Specialist

Mayor and City Council Action Required:

Discussion:
Staff request an opportunity to meet with the Mayor & City Council to provide a status update on
the City’s loan portfolio.
 
The update will include a brief review of the following items:
 

Overview of  Community Development Block Grant (CDBG) Loan programs
Overview Business Revolving Loan program
Status of existing loans and loan program balances
FY17 loan activity
Status of delinquent loans

Additional details will be provided in a PowerPoint presentation during Tuesday’s work session.

Financial Impact:

Recommendation:

Motion:

Action Dates:

ATTACHMENTS:
File Name Description
Loan_Portfolio_Update_081517.pdf Loan Portfolio Update





REQUIRED MOTION
MAYOR AND CITY COUNCIL
HAGERSTOWN, MARYLAND

Topic:
Update on Rental Licensing Program - Kathleen Maher, Director of Planning and Code
Administration, and Paul Fulk, Inspections Manager

Mayor and City Council Action Required:

Discussion:

Financial Impact:

Recommendation:

Motion:

Action Dates:

ATTACHMENTS:
File Name Description

RL_Update.pdf Update on Rental Licensing
Program
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