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GUIDELINES AND OBJECTIVES
This fiscal policy is a statement of the guidelines and goals that guide the financial management
practices for Rockingham County (“County”). A fiscal policy that is adopted, adhered to, and
regularly reviewed is recognized as the cornerstone of sound financial management. Effective
fiscal policy:
•

Contributes significantly to the County's ability to insulate itself from recessions
and other fiscal crisis,

•

Enhances the ability to obtain short-term and long-term financing by helping to
achieve the highest credit and bond ratings possible,

•

Promotes long-term financial stability by establishing clear and consistent
guidelines,

•

Directs attention to the overall fiscal position of the County,

•

Links long-run financial planning with day to day cash operations, and

•

Provides the Board of Supervisors (the Board) and the citizens a framework for
measuring the fiscal operations of the County’s government services against
established fiscal parameters and guidelines.

•

Creates financial transparency for citizens, taxpayers and other stakeholders.
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ACCOUNTING, AUDITING AND FINANCIAL REPORTING
1. The County shall establish and maintain a high standard of accounting
practices.
2. The accounting system will provide procedures to ensure that records are
maintained consistent with accounting principles generally accepted in the
United States of America as promulgated by the Governmental Accounting
Standards Board.
3. Regular monthly and annual financial reports shall be prepared to present a
summary of financial activity by function and major fund types.
4. An independent public accounting firm shall perform an annual audit in
accordance with generally accepted auditing standards in the United States of
America, for all funds received or expended by any department,
constitutional officer, agency or division of the County, including all
component units, and as may be required for any agency for which the
County serves as fiscal agent (such as for example the HarrisonburgRockingham Social Services District).
5. The County shall report to the three major national credit ratings agencies on
a timely manner, as they become available, all audits and budget information,
as well as any related financially material public information.
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OPERATING BUDGET
1. The County Administrator shall develop and submit to the Board an annual
budget as required by state law. As part of this submittal, the County shall
analyze and report the ability to meet performance objectives and other
measures used to gauge progress toward meeting those objectives. The County
Administrator and Finance Committee of the Board shall meet in advance of
the presentation to the full Board. The budget shall be presented to the full
Board by March 31 each year. The budget hearing shall be scheduled so as to
allow for approval of the budget by the Board no later than April 30 each year.
2. The County will pay for all current expenditures with current revenues. The
County will avoid budgetary actions that balance current expenditures at the
cost of meeting future years’ expenses. Examples of such actions include
postponing expenditures for capital maintenance, not funding annual current
costs for on-going employee benefits, accruing future years’ revenues.
3. The budget shall provide for funding at the rate stipulated by the Virginia
Retirement System for all retirement benefits.
4. The County shall prepare monthly reports comparing actual revenue and
expenditures to projected amounts for review by management, and quarterly
reports for review by the Finance Committee of the Board.
5. The County shall use one-time or other special revenues to finance one-time
expenditures or special projects.
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REVENUES
1. The County shall endeavor to maintain a diverse, stable revenue system to
mitigate adverse impacts to operations from short-term fluctuations in any one
revenue source.
2. The County shall use objective, analytical measures to prepare annual revenue
projections.
3. The County shall use sound appraisal procedures to keep property assessments
current. All taxable property shall be assessed at 100% of fair market value.
Real estate shall be reassessed every four years in compliance with state law.
4. The County, through its Treasurer, shall pursue an aggressive policy to collect
delinquent taxes and fees due to the County.
5. The County shall, as a part of its annual budget preparation process, reconcile
the full cost of activities supported by user fees to determine the adequacy of
the fees to cover costs.
6. The County shall periodically review fees and user charges for each enterprise
fund operation, such as utilities and solid waste, to maintain fees at a level
sufficient to cover both the direct and indirect cost of the service. Indirect
costs include annual depreciation and amortization of capital assets.
7. The County shall set fees for other user activities, such as recreation programs,
inspections, and other similar activities, at a level based upon the service
provided and the objectives of the Board.
8. The County shall routinely identify intergovernmental grant opportunities. In
considering approval for such grants, the Board shall assess the merits of the
program as if it were funded with local tax dollars. Likewise, local tax dollars
shall not be used to offset the loss of grant funding without the Board first
reviewing the merits of the program and the incremental impact on the
operations budget.
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DEBT

1.

The County shall utilize a balanced approach to capital funding utilizing debt
financing, capital reserves and current-year revenues.

2.

The County shall use long-term borrowing solely for capital improvement
projects, and shall in no case use long-term borrowing to fund current
operations.

3.

The County shall match the repayment schedule (debt service) for bonds used
to finance capital improvements with a period not to exceed the expected
useful life of the project.

4.

Target debt ratios shall be calculated annually and included in the review of
financial trends.
a. Direct net debt as a percentage of estimated market value of taxable
property shall not exceed three percent (3%). Direct net debt is
defined as all debt that is tax-supported. This ratio shall be calculated
annually and included in the review of financial trends.
b. The ratio of direct debt service expenditures as a percent of total
governmental fund expenditures (including the component unit school
division) shall not exceed ten percent (10%).
c. The County intends to maintain its ten-year tax-supported debt and
lease payout ratio at or above sixty percent (60%).

5.

The County recognizes the importance of underlying and overlapping debt in
analyzing financial condition. The County shall regularly analyze total
indebtedness including underlying and overlapping debt.

6.

The County shall explore the use of special assessment bonds, revenue bonds,
or other similar financing tools, rather than general obligation bonds, when the
benefit from a project is readily assignable to a specific area or function,

7.

From time to time, the County may engage the services of an independent
financial advisor to assist the Board in its evaluation.
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RESERVE
1. The Board shall establish an emergency reserve to offset costs related to
unforeseen emergencies, including unanticipated expenditures of a nonrecurring
nature, or to meet unexpected small increases in service delivery costs. This
reserve shall be maintained at not less than one-half of one percent (.5%) of
current year’s budgeted General Fund expenditures.
2. Unassigned fund balances in the General Fund at the close of each fiscal year shall
be at least fifteen percent (15%) of the total annual adopted General Fund budget.
3. The Board may, from time-to-time, for the purposes of a declared fiscal
emergency or other such global purpose authorize the use of unassigned fund
balance reserves that results in reducing available fund balances below the fifteen
percent (15%) level established in the previous paragraph for the purpose of
protecting the long-term fiscal security of the County. In such circumstances, the
Board shall adopt a plan to restore the available fund balance reserve to the policy
level within thirty-six (36) months from the date of such action.
4. In recognition of the incremental costs of capital improvements and their future
maintenance and replacement costs, the Board shall establish a Capital
Improvement Reserve. The level of transfer to the Reserve shall be determined
annually as part of the development of the County's Annual Operating Budget.
5. The County will maintain self-insurance reserves as established by professional
judgment based upon funding techniques utilized and historical loss information.

8

FINANCIAL POLICY GUIDELINES
Rockingham County, Virginia
September, 2019

INVESTMENTS
The County has adopted an Investment Policy to guide the investment decisions made on behalf
of the County by investment managers and to establish guidelines and procedures for county
staff.
CAPITALIZATION GUIDELINES
The County shall establish a guideline to determine when an asset shall be capitalized in the
Comprehensive Annual Financial Report of the County. Assets that meet any of the following
criteria shall be capitalized.
a) Construction and/or acquisition of new assets, including buildings, vehicles, equipment,
land improvements or hardware/software where the costs of construction or acquisition
(including incidental costs) meet or exceed $25,000 and the useful life of the asset
exceeds one year.
b) Upgrades or additions to existing buildings, equipment, or other assets that increase the
value or greatly extend the estimated useful life of the asset where the costs of the
upgrade or addition exceed $25,000.
c) The purchase or acquisition of land and easements regardless of the cost or value.
d) Any capital asset described in sections (a) and (b) that is purchased with funds from the
Federal Government for more than $5,000 will be deemed to be a capital asset.
e) Assets acquired by gift are accounted for at the asset’s acquisition value at the date the
asset was received. If the asset is valued at or above $25,000 at the date it was received
and it has a useful life greater than one year it shall be capitalized.
The following capital assets are depreciated or amortized using the straight-line method over the
following estimated useful lives:
Buildings
20 to 30 years
Improvements other than buildings
5 to 50 years
Machinery and equipment
5 to 15 years
Software
3 to 5 years
Land and land easements have indefinite useful lives and thus are not subject to deprecation or
amortization.
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CAPITAL IMPROVEMENT BUDGET
1. The County shall develop a five-year plan for capital improvements, and the
Board shall review and update the plan annually.
2. The County shall include as part of its annual budget process an annual capital
budget based on the five-year capital improvement plan. The Board shall
include in the projections used to develop the capital budget expected changes
in population, real estate development and economic activity within the
County.
3. The County shall use intergovernmental grants and loans to finance only those
capital improvements consistent with the capital improvement plan and
County priorities, and shall include operating and maintenance costs for such
improvements in operating budget forecasts.
4. The County shall take all prudent steps to maintain its assets at a level
adequate to protect the County's capital investment, and to minimize future
maintenance and replacement costs.
5. The Board shall review estimated costs and potential funding sources for each
capital project prior to approval. Included in this review should be the
anticipated impact to operational budgets.
6. The County staff shall analyze and present to the Board financing alternatives
with a recommendation for each project.
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WATER AND SEWER FUNDS
Rockingham County’s goal is to establish a sound financial budget policy to protect from changes in the
economic environment. The County receives over 40% of its water and sewer revenue from one large utility
consumer. In order to protect the County from an unplanned event causing a decrease in the revenue provided from
the user, the County will institute the following fund reserve policies.
1.

Working Capital of the Water & Sewer Fund will equal at a minimum 1 year of operating expenses
from the previous audited fiscal year. Working Capital is defined as current assets less current
liabilities. Operating expenses includes depreciation expense.

2.

The County will put a minimum of 4% of the budgeted water/sewer revenue into cash reserves each
year. An exception can be made, if this cash is used to fund a capital project and the County has met
the minimum cash reserve balance listed above.

3. Monthly water and sewer usage fees should be set such that operating revenues cover operating expenses
(including depreciation). Connection Fees shall only be used to fund capital projects, debt service or
cash reserves.
The Rockingham County Board of Supervisors from time to time may decide to borrow from the reserves
below the minimum threshold to fund a special/critical project. This may be done as long as the County restores the
reserves to the minimum balance, set forth above, within the following three fiscal years.
The County’s fiscal policies shall be adopted by resolution of the Board of Supervisors. These policies will
be reviewed annually for compliance after the County’s previous year CAFR is released.
The fiscal policies shall remain in effect until such time as they are amended or repealed by subsequent
Board of Supervisors action.
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SOLID WASTE FUNDS
Rockingham County’s goal is to establish a sound financial budget policy to protect from changes in the
regulatory environment. The County operates a solid waste facility that is subject to numerous federal and state
regulatory mandates. A change in a mandate can increase the County’s operating expenses drastically. In order to
financially protect the County from these changes, the County will institute the following fund reserve policies.
3.

Working Capital of the Solid Waste Fund will equal at a minimum 4 months average of operating
expenses from the previous audited fiscal year. Working Capital is defined as current assets less
current liabilities. Operating expenses includes depreciation expense.

4.

The County will deposit a minimum of 4% of the budgeted solid waste revenue into cash reserves each
year. An exception can be made, if this cash is used to fund a capital project and the County has met
the minimum cash reserve balance listed above.

3. Tipping fees should be set such that operating revenues cover operating expenses (including
depreciation).
The Rockingham County Board of Supervisors from time to time may decide to borrow from the reserves below the
minimum threshold to fund a special/critical project. This may be done as long as the County restores the reserves to
the minimum balance, set forth above, within the following three fiscal years.

The County’s fiscal policies shall be adopted by resolution of the Board of Supervisors. These policies will
be reviewed annually for compliance after the County’s previous year CAFR is released.
The fiscal policies shall remain in effect until such time as they are amended or repealed by subsequent
Board of Supervisors action.

12

