
Limits on Debt 
Most local governments borrow money for major capital projects, thus reducing fluctuations in 
annual budgets and passing part of the construction costs to all new residents who will be using 
the facilities.  Local governments can, however, get into significant financial trouble if the 
annual debt costs are too high, particularly if the anticipated growth does not occur.  Experts 
recommend that limits be set as to annual debt costs as a percentage of annual revenues.  These 
limits vary from county to county, as they are dependent on a government’s financial situation 
and prospects.  In 2001, the BOCC set the debt limit to not exceed 9.5% of current revenues. 
 
Unreserved Fund Balance 
Another sound fiscal policy is the maintenance of an unreserved fund balance, which can be used 
to meet unexpected budget demands.  Each year, Calvert County develops a budget based on 
anticipated revenues and expenditures.  However, it is not always possible to anticipate decreases 
in revenue or increases in expenditures due to: 

• National or regional recessions or a drop in revenue by one major source 
• Unanticipated changes in the tax and spending policies of federal and state governments 
• Imposition of mandates by federal and state governments 
• Natural disasters 
• Court decisions arising from lawsuits. 

 
With an unreserved fund balance, a local government can maintain the orderly provision of 
services to residents if one of these situations occur.  Bond rating agencies also look at whether a 
local government has an unreserved fund balance because the balance helps secure a 
government's ability to pay debt in times of economic uncertainty.  The stronger the bond rating 
the lower the interest rate when a government borrows money. 
 
Containing Government Costs 
In light of current economic conditions and forecasts, there are several steps that could be 
considered to help manage costs:  

• Examine fees for services to determine if they are sufficient to cover costs. 
• Slow residential growth because costs typically exceed revenues. 
• Reduce the level of services. 
• Encourage retirees to remain in existing homes or to move to the County because they 

place fewer demands on schools. 
• Encourage volunteerism in lieu of expecting government to provide all services. 
• Implement new user fees where appropriate. 
• Privatize services (i.e., contract services to private firms) - see discussion in the 

Administration section. 
• Implement energy conservation (see Energy, Public Facilities, and Services). 
• Require a fiscal analysis prior to providing financial assistance to any commercial or 

residential project. 
 
The Cost of Sprawl 
Sprawl is the spreading of developments (houses and shopping centers) on undeveloped land near a 
city. (Merriam-Webster)  Sprawl development results in decreasing investment in urban areas and 
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