
Internal service funds are used by govern-
ments to account for goods and services pro-
vided by one City department for another.  
Revenues are provided for these support func-
tions from fees which are charged on a cost 
basis to the departments receiving the services 
or goods.  The budget includes six internal 
service funds:

Risk Management
This fund provides for the administration 
and maintenance of City risk manage-
ment functions including the maintenance 
of reserve funds to provide the City with 
adequate protection to manage fluctua-
tions in insurance premiums and claims.

Employment Security
This fund is used for the purpose of accu-
mulating funds based on a percentage of 
wages to pay for the unemployment of 
qualified terminated City employees 
through the Employment Security De-
partment.

Accumulated Leave Liability
This fund is used for the purpose of accu-
mulating funds based on a percentage of 
wages to payout accrued vacation when 
an employee leaves City employment.

Equipment Rental Reserve—Operations and 
Maintenance

This fund was established in 2009 to 
track expenditures and interfund pay-
ments related to maintenance and service 
of the City’s fleet of vehicles and large 
equipment.

Equipment Rental Reserve—Equipment     
Reserve

This fund is used for the purpose of accu-
mulating funds to replace vehicles and 
equipment at the end of their useful lives.   
Revenues are generated through user fees 
paid by departments utilizing fleet ser-
vices.  

Information Technology
This fund provides for support functions 
to the City’s network and technology sys-
tems and the maintenance and replace-
ment of hardware and software compo-
nents.

Internal Service Funds Overview
Introduction

Internal Service Funds Overview
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Risk Management
Internal Service Fund

Summary:

The Risk Management Fund was established 
to consolidate the financial recording and ad-
ministrative tracking of all property and casu-
alty insurance activities in one cost center 
with joint costs to be shared by all funds as 
appropriate.  Funds are provided for self-

insured claims investigation and payment, liti-
gation costs, insurance specification prepara-
tion, excess insurance premiums, risk identifi-
cation and loss control, safety education, and 
workers compensation.
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Risk Management

2019 Budget Highlights:

Identify and project liability loss exposures 
and hazardous working conditions and rec-
ommend effective prevention, mitigation 
and financing techniques.
Negotiate, procure and administer the City’s 
property, liability, workers’ compensation 
and surety insurance and self-insurance pro-
grams.
Investigate, evaluate, and resolve self-
insured liability claims presented against the 
City.
Assure compliance with State’s industrial 
insurance laws by providing mandatory 
workers’ compensation benefits in a cost 
effective way.
Present, negotiate and resolve City claims 
and secure recovery from others for damage 
to City property.

2019 Capital Considerations:

The Risk Management Fund has does not 
have capital funds budgeted for 2019.

2018 Accomplishments:

Met established goal of maintaining a reserve 
balance at least equal to the projected fund 
liability.
Obtained favorable insurance renewal rates.
Through September 2018, resolved 27 liabil-
ity claims.
Through September 2018, recovered $38,423 
from third parties related to City property 
damage.
Provided oversight to the City’s Safety and 
Health Committee.

2019 Goals:

Continue to maintain a reserve balance at 
least equal to the projected fund liability.
Obtain favorable renewal rates for the City’s 
property, liability, workers’ compensation 
and surety insurance.
Continue to maintain lower workers’ com-
pensation assessments than those that would 
be charged by the State Fund.
Continue to provide risk management train-
ing to City employees.
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Employment Security
Internal Service Fund

Summary:

The Employment Security Fund was created 
in 2011 by Ordinance 5153.  The City is a re-
imbursable employer with the Washington 
State Employment Security Department 
(ESD).  Unemployment benefits paid  to a 
terminated City employee is reimbursed by 
the City to ESD.  Previously, the expense was 

charged to the department the employee last 
worked.  By creating a separate fund  each 
department contributes based on wages paid. 
This in effect spreads the expenditure over 
time between all departments an employee 
worked during his/her tenure.  It also allows 
for accuracy in budgeting expenditures. 
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Accumulated Leave Liability
Internal Service Fund

Summary:

The Accumulated Leave Liability Fund was 
created in 2011 by Ordinance 5153.  Previ-
ously, vacation accrued paid out at termina-
tion was expended in the department the em-
ployee last worked.  By creating a separate 
fund  each department contributes based on 

wages paid and it spreads the expenditure 
over time between all departments an employ-
ee worked during his/her tenure.  This also 
allows for accuracy in budgeting expendi-
tures.  
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Equipment Rental & Reserve—Maintenance
Internal Service Fund

Summary:

The Equipment Rental & Reserve Fund is an 
internal service fund which finances the fuel-
ing and repair of City vehicles and equipment.  
Revenues are generated through user fees paid 
by departments utilizing fleet services.  This 

fund manages the operation and maintenance 
of City vehicles and equipment including fire 
trucks, police cars, backhoes, road graders 
and other equipment.
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Equipment Services—Operations and Maintenance

2019 Budget Highlights:

Brought back safety equipment installation 
to in-house.

2019 Capital Considerations:

There are no planned capital projects sched-
uled for 2019.

2018 Accomplishments:

Maintained the city’s vehicle fleet in adequate 
condition to reduce downtime and safety issues.
Worked with Finance in reviewing fleet inven-
tory.

.

2019 Goals:

No lost-time accidents.
Provide responsive mechanic services to the 
City’s internal customers.
Replace fleet software.
Continue ongoing efforts to right size the fleet.
Reduce expenditures on vehicle parts by in-
creasing comparative parts pricing.
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Equipment Rental & Reserve—Reserves
Internal Service Fund

Summary:

This division manages the replacement of 
City vehicles and equipment including fire 
support vehicles and ambulances, police cars, 
backhoes, road graders and other equipment.  

ERR is responsible for asset replacement 
planning and financing.  Replacement funds 
are accumulated through rental fees paid by 
the user.
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Equipment Services—Vehicle Reserves

2019 Budget Highlights:

Surplus outdated vehicles and equipment.
Look for “Green” opportunities when purchas-
ing for the fleet.
Continue to look for cost savings on vehicle 
and equipment purchases.

2019 Capital Considerations:

Total projected capital costs for vehicle and 
equipment replacements in 2019 is $1,249,216. 
Included in this amount is $45,000 for new 
equipment that the Information Technology 
Fund will contribute.

2018 Accomplishments:

Monitored vehicle use; made recommenda-
tions for reductions.
Completed Vehicle and Equipment Inventory.
Surplus outdated vehicles and equipment.
Completed Employee Vehicle Policy Manual.

2019 Goals:

Continue ongoing efforts to right size the fleet.
Continue the fleet implementation of the fleet 
management system.
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Information Technology
Internal Service Fund

Summary:

Information Technology provides city depart-
ments with customized automated systems, 
computer hardware/software support, local/
wide area network infrastructure support, de-

sign assistance, acquisition, installation, train-
ing and maintenance of hardware and soft-
ware systems.  
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Information Technology

2019 Budget Highlights:

Continuing to fund the PC Replacement pro-
gram.
Continuing to fund the full implementation of 
Office 365.
Upgrade the City’s enterprise message ar-
chiving platform to deliver enhanced capabil-
ities to the end user.
Expenditure increases of note:

Increase in Salary and Benefits due to 
increasing .5 FTE from 2018.
Increase in Salary and Benefits due to 
promotions resulting from compensation 
study.
Increase professional services due to new 
Kitsap County network charge and in-
creased technology consumption by  new 
staff members City wide.

2019 Capital Considerations:

There are no capital projects scheduled for 
2019.

2018 Accomplishments:

Maintain current service levels in an expand-
ing environment without increasing staffing 
or replacing equipment where possible.
Continue to leverage cloud services to make 
data and records more accessible to the pub-
lic.
Finished the email migration to Office365.
Continue to roll out Windows 10 Enterprise 
to City desktops.
Developed technology standards for City con-
ference/meeting rooms to facilitate remote 
collaboration.

2019 Goals:

Upgrade to City’s main VMWare server core 
to consolidate migrating duplicated remote 
hardware to a more resilient platform.
Continue to role out the new Security and 
Access control system to include the Police 
Department.
Continue to outfit City conference/meeting 
rooms with new A/V equipment.
Create a central computer repository for Dis-
aster Recovery.
Introduce an operational Standby program for 
the helpdesk providing business IT after 
hours support.
Continue developing spatial application capa-
bilities leveraging the ESRI GIS platform.
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