How to Read the Budget

The Budget

Each year, Fairfax County publishes sets of budget documents or fiscal plans: The Advertised
Budget Plan and the Adopted Budget Plan. Submission and publication of the budget is contingent
upon criteria established in the Code of Virginia. The
County prepares and approves an annual budget in |
compliance with sound financial practices, generally
accepted accounting principles, and the provisions of
the Code of Virginia which control the preparation,
consideration, adoption, and execution of the County
budget. As required by the Code of Virginia (§ 15.2-
2503), the County Executive must submit to the Board
of County Supervisors a proposed budget, or fiscal plan,
on or before April 1 of each year for the fiscal year [g¥
beginning July 1. A budget is balanced when projected
total funds available equal total disbursements,
including established reserves. All local governments in the Commonwealth of Virginia must adopt
a balanced budget as a requirement of state law by no later than July 1.

The Advertised Budget Plan is the annual budget proposed by the County Executive for County
general government operations for the upcoming fiscal year, which runs from July 1 through June
30. The Advertised Budget Plan is based on estimates of projected expenditures for County
programs, and it provides the means for paying for these expenditures through estimated revenues.
According to the Code of Virginia, the Board of Supervisors must approve a tax rate and adopt a
budget for informative and planning purposes no later than the beginning of the fiscal year (July 1).
Following extensive review, deliberation, and public hearings to receive input from County residents,
the Board of Supervisors formally approves the Adopted Budget Plan typically in late April/early May.
This satisfies the requirement that the Board of Supervisors approve a transfer to the Fairfax County
School Board by May 15, or within 30 days of receiving state revenue estimates from the state,
whichever is later. The transfer amount has traditionally been included in the Board’s Adopted
Budget, requiring that the Board adopt the budget on or before May 15, not July 1 as the Code allows.

The County’s Budget Documents

The Fairfax County Budget Plan (Advertised and Adopted) is presented in several volumes. A brief
description of each document is summarized below:

» The Budget at a Glance for the Adopted Budget includes a summary of the key facts,
figures, and highlights of the budget.

= The Budget Overview summarizes the budget, thereby allowing a complete examination
of the budget through this document. The Overview contains the County Executive’s
message to the Board of Supervisors; budget highlights; a summary of the County’s fiscal
condition, allocation of resources, and financial history; and projections of future revenues
and expenditure requirements. Also included is information on the County’s taxes and fees;
fiscal, demographic, and economic trends; direct spending by County departments;
transfers to other public organizations, such as the Fairfax County Public Schools and
Metro; and funded construction projects.

= Volume 1 - General Fund details the budgets for County departments and agencies
funded from general tax revenue such as real estate and personal property taxes. Included
are summary budget schedules and tables organized by accounting classification and
program area summaries. Detailed budget information is presented by program area and
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by department/agency. Also included are organizational charts, strategic issues, and
performance indicators for each department/agency.

= Volume 2 - Capital Construction and Other Operating Funds details budgets for County
departments, agencies, construction projects, and programs funded from non-General
Fund revenue sources, or from a mix of General Fund and non-General Fund sources, such
as federal or state grants, proceeds from the sale of bonds, user fees, and special tax
districts. Included are detailed budget schedules and tables organized by accounting
classification, as well as budget summaries by fund group. This volume also details
information associated with Fairfax County funding for Contributory Agencies.

= Capital Improvement Program - The County also prepares and publishes a 5-year Capital
Improvement Program (CIP) — separate from the budget — which is also adopted by the
Board of Supervisors and published as a separate document. The CIP specifies capital
improvements and construction projects which are scheduled for funding over the next five
years to maintain or enhance the County’s capital assets and delivery of services. In
addition, the CIP describes financing instruments or mechanisms for those projects.
Financial resources used to meet priority needs as established by the CIP are accounted
for in the Capital Project Funds. The primary type of operating expenditure included in the
budget relating to the CIP is funding to cover debt service payments for General Obligation
Bonds or other types of debt required to fund specific CIP projects. In addition, the cost of
opening and operating new facilities is closely linked to the CIP.

A budget is a formal document that enables the County to plan for the future, measure the
performance of County services, and help the public to understand where revenues come from and
how they are spent on County services. The budget reflects the estimated costs of operation for the
County’s programs, services, and activities. The budget serves many purposes and addresses
different needs depending on the “audience”, including County residents, federal and state regulatory
authorities, elected officials, other local governments, taxpayers, or County staff.

The budget must comply with the Code of Virginia and regulatory requirements. Fairfax County is
required to undergo an annual financial audit by independent auditors. Thus, the budget outlines the
required information to serve legal and financial reporting requirements. The budget is prepared and
organized within a defined basis of budgeting and financial structure to meet regulatory and
managerial reporting categories of expenditures and revenues.

The  Commonwealth  of

Virginia requires that the FUNDS
County budget be based on

fund accounting, which is a l

system that matches the ' ' |

wesa Of s o (SUCh e
taxes or service fees) with the Funds Funds Funds

uses (program costs) of that

revenue. Therefore, the County budgets and accounts for its revenues and expenditures in various
funds. Financially, the County budget is composed of three primary fund types:

= Governmental Funds (General Fund, Debt Service Fund, Special Revenue Funds, and
Capital Project Funds)
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» Proprietary Funds (Enterprise Funds and Internal Service Funds)

» Fiduciary Funds (Trust Funds and Custodial Funds)

Accounting Basis

The County’s governmental functions and accounting system are organized and controlled on a fund
basis. Each fund is considered a separate accounting entity, with operations accounted for in a
separate set of self-balancing accounts that comprise assets, liabilities, fund equity, revenues, and
expenditures or expenses as appropriate.

Governmental and agency funds are accounted for on a modified accrual basis of accounting.
Revenue is considered available and recorded if it is collectible within the current period or within 45
days thereafter, to be used to pay liabilities of the current period. Expenditures are generally
recorded when the related fund liability is incurred, with the exception of certain liabilities recorded
in the General Long-Term Obligations Account Group.

Proprietary, pension, and non-expendable trust funds utilize the full accrual basis of accounting
which requires that revenues be recognized in the period in which service is given and that expenses
be recorded in the period in which the benefit is received. A description of the fund types is provided:

= General Fund Group: The largest fund in the General Fund Group, the General Fund, is
the County’s primary operating fund, and it is used to account for all revenue sources and
expenditures which are not required to be accounted for in other funds. Revenues are
derived primarily from real estate and personal property taxes as well as other local taxes,
federal and state distributions, license and permit fees, charges for services, and interest
from investments. A significant portion of General Fund revenues are transferred to other
funds to finance the operations of the County’s public schools, Community Services Board
(CSB), and debt service, among others. The General Fund Group also includes funds
which are primarily funded through transfers from the General Fund.

= Debt Service Funds: The debt service funds are used to account for the accumulation of
resources for, and the payment of, the general obligation bond debt service of the County
and for the debt service of the lease revenue bonds and special assessment debt. Included
in this fund type is the School Debt Service Fund as the County is responsible for servicing
the general obligation debt it has issued on behalf of Fairfax County Public Schools (FCPS).

= Special Revenue Funds: These funds are used to account for the proceeds of specific
revenue sources (other than expendable trusts or major capital projects) that are legally
restricted to expenditures for specified purposes.

= Capital Project Funds: These funds are used to account for financial resources to be used
for the acquisition or construction of any major capital facilities (other than those financed
by Proprietary Funds) and are used to account for financial resources used for all general
construction projects other than enterprise fund construction. The Capital Project Funds
account for all current construction projects, including improvements to and the construction
of schools, roads, and various other projects.

= Fiduciary Funds: These funds are used to account for assets held by the County as an
agent for individuals, private organizations, other governments, and/or other funds, or in a
trustee capacity. Custodial Funds are used to account for monies received, held, and
disbursed on behalf of developers, public assistance recipients, the Commonwealth of
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Virginia, the recipients of certain bond proceeds, and certain other local governments. Also
included in Fiduciary Funds are Trust Funds, which include the funds used to account for
the assets held in trust by the County for the employees and beneficiaries of its defined
pension plans — the Employees’ Retirement System, the Police Officers Retirement System,
and the Uniformed Retirement System, as well as assets held to meet the County’s Other
Post-Employment Benefit obligations.

= Proprietary Funds: These funds account for County activities which operate similarly to
private sector businesses. Consequently, these funds measure net income, financial
position, and changes in financial position. The two primary types of Proprietary Funds are
Internal Service Funds and Enterprise Funds. Internal Service Funds are used to account
for the provision of general liability, malpractice and workers’ compensation insurance,
health insurance for County employees and retirees, vehicle services, the County’s print
shop operations, and technology infrastructure support that are provided to County
departments or agencies on an allocated cost recovery basis. The Fairfax County
Integrated Sewer System reflects the only set of enterprise funds of the County. These
funds are used to account for the financing, construction, and operations of the countywide
sewer system.

Budgetary Basis
Annual budgets spanning the fiscal year (July 1 — June 30) are prepared on an accounting basis,
with certain exceptions. Please refer to the table in the Financial Structure portion of this section for
information regarding the purpose of various types of funds, supporting revenues, and budgeting
and accounting bases.

The budget is controlled at certain legal and managerial/administrative levels. The Code of Virginia
requires that the County adopt a balanced budget. The adopted Supplemental Appropriation
Resolution places legal restrictions on expenditures at the agency or fund level. Managerial
budgetary control is maintained and controlled at the fund, department, superior commitment item
(Compensation, Benefits, Operating Expenses, etc.), or Funded Program (project) level. It should
be noted that funding information included in the budget volumes consolidates superior commitment
items into four primary categories: Personnel Services, Operating Expenses, Capital Equipment, and
Recovered Costs. Personnel Services include regular pay, fringe benefits (for non-General Fund
agencies only), and extra compensation. Operating Expenses are the day-to-day costs involved in
the administration of an agency. Capital Equipment reflects items that have a value of more than
$10,000 and an expected life of more than one year, and Recovered Costs are reimbursements from
other County agencies for specific services that have been provided.

There are also two built-in provisions for amending the adopted budget — the Carryover Review and
the Third Quarter Review. During the fiscal year, quarterly budget reviews are the primary
mechanism for revising appropriations. Once approved, the budget can be amended by a
supplemental appropriation resolution. A supplemental appropriation ordinance amends the budget
for grant programs to reflect actual revenue received and to make corresponding balancing
adjustments to grant program expenditures. A supplemental appropriation ordinance may, therefore,
either increase or reduce the County’s total budget from the original approved budget appropriation.
The budget for any fund, agency, program, grant, or project can be increased or decreased by formal
Board of Supervisors action (budget and appropriation resolution). According to the Code of Virginia,
any budget amendment which involves a dollar amount exceeding one percent of total expenditures
from that which was originally approved may not be enacted without the County first advertising the
amendment and without conducting a public hearing. The advertisement must be published at least
once in a newspaper with general County circulation at least 7 days prior to the public hearing. It
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should be noted that any amendment greater than 1.0 percent of expenditures requires that the
Board advertise a synopsis of the proposed changes. After obtaining input from residents at the
public hearing, the Board of Supervisors may then amend the budget by formal action.

The Carryover Review represents the analysis of balances remaining from the prior year and
provision for the appropriation of funds to cover the prior year's legal obligations (encumbered items)
in the new fiscal year without loss of continuity in processing payments. Carryover extends the prior
year funding for the purchase of specific items previously approved in the budget process, but for
which procurement could not be obtained for various reasons. All agencies and funds are reviewed
during the Carryover Review and adjustments are made to the budget as approved by the Board of
Supervisors.

All annual appropriations lapse at the end of the fiscal year. Under the County’s budgetary process,
outstanding encumbrances are reported as reservations of fund balances and do not constitute
expenditures or liabilities since the commitments will be reappropriated and honored in the
subsequent fiscal year.

In addition, the County’s Department of Management and Budget is authorized to transfer budgeted
amounts between superior commitment items, grants, or projects within any agency or fund. The
budget process is controlled at the superior commitment item or project level by an appropriations
system within the automated financial accounting system. Purchase orders are encumbered prior
to release to vendors, and those that exceed superior commitment item level appropriations are not
released until additional appropriations are available.

The County’s departments and program areas are easiest to understand if compared to a filing
cabinet. Each drawer of the filing cabinet is a separate fund type/fund, such as Special Revenue,
and within each drawer or fund there are many file folders which represent County agencies,
departments, or funds. County organizations in the General Fund are called agencies or
departments, while organizations in the other funds are called funds. For example, the Health
Department, which is a General Fund agency, is one agency or folder in the General Fund drawer.

For reporting purposes, all agencies and departments in the General Fund are grouped into “program
areas.” A program area is a grouping of County agencies or departments with related countywide
goals. Under each program area, individual agencies and departments participate in activities to
support the program area goals. The Public Safety Program Area, for example, includes the Police
Department and the Fire and Rescue Department, among others.

While most of the information in the budget is focused on an agency or fund, there are several

summary schedules that combine different sources of information such as General Fund receipts
and expenditures, County position schedules, and other summary schedules.

FY 2027 Fairfax County Adopted Budget Plan (Overview) - Xi



How to Read the Budget

County
Expenditures
and Revenues

County Expenditures
Expenditures for Fairfax County services and programs can be categorized as three concentric
circles. Each circle encompasses the funds inside it:

e |nthe smallest circle are the General Fund

Direct Expenditures that support the day- Total
to-day operations of most County Expenditures,
y‘ P All Funds
agencies.
e The second largest circle is General Fund General Fund
Disbursements.  This circle includes Disbursements

General Fund Direct Expenditures as well
as General Fund transfers to other funds,
such as the Fairfax County Public Schools,
Metro transportation system, and the
County’s debt service.

General Fund
Direct
Expenditures

o The largest circle is Total Expenditures. It
represents  expenditures  from all
appropriated funds.

County Revenues

The General Fund portion of Total Revenues consists of several major components, the two largest
being Real Estate Tax revenues and Personal Property Tax revenues. Please note that a portion of
the Personal Property Tax is paid to the County by the state. These funds are included in the
aforementioned Personal Property Tax total, rather than in Revenue from the Commonwealth. Local
Taxes include Local Sales Tax receipts, Consumer Utility Taxes, and Business Professional and
Occupational License Taxes. The remaining revenue categories include Revenue from the Federal
Government, Fines and Forfeitures, Revenue from the Use of Money and Property, Revenue from
the Commonwealth, Recovered Costs, Charges for Services, and Permits, Fees and Regulatory
Licenses. Total Revenues consist of all revenues received by all appropriated funds in the County.
Total Revenues include all General Fund revenues, as well as sewer bond revenue, refuse collection
and disposal fees, and revenue from the sale of bonds.
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Fund/Fund
Type Title

Purpose

GOVERNMENTAL FUNDS

General Fund
(Volume 1)

General Fund
Group

(Volume 2)

Debt Service
Funds

(Volume 2)

Capital Project

Accounts for the cost of general
County government.

Account for the County’s Revenue
Stabilization Reserve, Economic
Opportunity Reserve, awards provided
to community organizations through
the Consolidated Community Funding
Pool, contributions to County
organizations through the Contributory
Fund, and County Information
Technology projects.

Account for the accumulation of
resources for and the payments of
general obligation bond principal,
interest, and related expenses.

Account for financial resources used

Funds for all general County and School
(Volume 2) construction projects other than
Enterprise Fund construction.
Special Account for the proceeds of specific
Revenue revenue sources (other than major
Funds caplt.al projects) thatl are legally .
restricted to expenditures for specified
(Volume 2) purposes.
PROPRIETARY FUNDS
Internal Account for the financing of goods or
Service Funds  services provided by one department
(Volume 2) or agency to other departments or
agencies of the government and to
other government units on a
reimbursement basis.
Enterprise Account for operations financed and
Funds operated in a manner similar to the
(Wastewater private sector. The County utilizes
Management Enterprise Funds for the Wastewater
Program) Management Program, which provides
(Volume 2) construction, maintenance, and
operation of the countywide sewer
system.
FIDUCIARY FUNDS
Custodial Custodial funds are maintained to
Funds account for funds received and
(Volume 2) disbursed by the County for various

Trust Funds
(Volume 2)

governmental agencies and other
organizations.

Account for assets held by the County
in a trustee or agency capacity. Trust
funds are usually established by a
formal trust agreement.

Revenue

Primarily from general property
taxes, other local taxes, revenue
from the use of money and
property, license and permit fees,
and state shared taxes.

General Fund transfers, transfers
from other County funds, and
interest earnings.

General Fund transfers and
special assessment bond principal
and interest from special
assessment levies.

General Fund transfers, bond
proceeds revenue from the real
estate penny, and miscellaneous
contributions.

A variety of sources including fees
for service, General Fund
transfers, federal and state grant
funding, cable franchise fees, and
special assessments.

Reimbursement via various inter-
governmental payments, including
the General Fund, for services
and goods provided.

User charges to existing
customers for continuing sewer
service and availability fees
charged to new customers for
initial access to the system.

Various inter-governmental
payments, including the General
Fund, and contributions by
participants.

Various inter-governmental
payments, including the General
Fund, and contributions by
participants.

Budgeting Basis

Modified Accrual,
donated food not
included, only lease
payment due in

FY included

Modified Accrual,
donated food not
included, only lease
payment due in

FY included

Modified Accrual,
donated food not
included, only lease
payment due in

FY included

Modified Accrual,
donated food not
included, only lease
payment due in

FY included

Modified Accrual,
donated food not
included, only lease
payment due in

FY included

Accrual, depreciation
expenses not included

Accrual, depreciation
expenses not included

Modified Accrual

Accrual

Accounting
Basis

Modified

Accrual

Modified

Accrual

Modified

Accrual

Modified
Accrual

Modified
Accrual

Accrual

Accrual

Modified
Accrual

Accrual
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In addition to the availability online of all of the County’s published budget volumes, additional
budgetary information including quarterly reviews, budget calendars, economic data, and historical
fles is available on the Department of Management and Budget's website at
www.fairfaxcounty.gov/budget/. The department has focused resources on expanding public access
to essential information at all stages of the budget formulation process in order to afford residents a
better understanding of their County government, the services it offers, and the role they can play.

Transparency Website

The County has a useful transparency website at www.fairfaxcounty.gov/transparency/ which
enables the public to view amounts paid to County vendors. Visitors can view budgetary data and
actual expenditures by Fund or General Fund agency each month. Fairfax County Public Schools
also hosts its own transparency website - https://www.fcps.edu/about-fcps/performance-and-
accountability/transparency — where data specific to FCPS funds, departments, and schools, can be
viewed. Used in collaboration with information already available to residents, such as the County’s
budget and the Annual Comprehensive Financial Report, the transparency initiative provides
residents with an additional tool to learn more about the County’s overall finances or focus on specific
areas of interest.
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