SoUTHAMPTON COUNTY BOARD OF SUPERVISORS Fiscal Year 2010 % Draft Budget

UNAPPROPRIATED GENERAL FUND
RESERVE

An adequate fund balance is necessary to meet seasonal shortfalls in cash, secure and
maintain investment-grade credit ratings and reduce susceptibility to emergency or
unanticipated expenditures, or to revenue shortfalls. Conventional wisdom is for local
governments to maintain reserve fund balances of between 10 and 20 percent of their
operating budgets.

Reserve

Often, these unappropriated fund balances are used for capital projects or start-up
expenditures for new programs undertaken at mid-year. Sound fiscal policy dictates that
we avoid the use of the unappropriated general fund balance to cover operating
expenditures in our annual budget — simply put, operating revenues should fully fund
operating expenses each year.

With an annual operating budget of more than $50 million, Southampton County's
unappropriated reserve fund balance should reasonably range somewhere between $5
and $10 million. The graph on page 9-3 illustrates our fund balance over the past 15
years. The fund balance has been relatively stable over the past 8 years, with
moderate overall growth to $6.5 million on June 30, 2008.

This draft budget is dependent on the use of up to $1,738,796 from unappropriated funds
to cover operating expenses. This is the second consecutive year we've relied heavily on
the reserve fund - as a budgetary strategy, itis unsustainable and may not be utilized again
in FY 2011. Almost $1.1 million of the precipitous decline in fund balance is directly related
to SPSA’s financial woes and the increased tipping fees ($361K in FY ‘09 and $735K in
FY ‘10). In a worst-case scenario, the fund balance could drop to as low as $2.0 million
by July 2010, the bare minimum to avoid cash flow problems.

| present this recommendation with hesitation, and only to remain in accord with your
directive to deliver a balanced budget without a property tax increase.
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Reserve

RELIANCE UPON UNAPPROPRIATED RESERVE
AND BUILDING FUND FOR OPERATING EXPENSES

From Building Fund From Unappropriated
to General Fund Reserve to  Total Transfers-in
FY General Fund General Fund . to General Fund
2000 0 1,043,015 1,043,015
2001 0 343,393 343,393
2002 0 776,238 776,238
2003 250,000 675,701 925,701
2004 200,000 811,560 1,011,560
2005 153,348 824,488 977,836
2006 0 754,144 754,144
2007 0 351,676 351,676
2008 0 745,929 745,929
2009 0 1,515,564 1,515,564
2010 0 1,738,796 1,738,796
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