Hanover County, Virginia

3rd Quarter Financial Report

March 31, 2011

Office of Finance and Management Services

INSIDE THIS REPORT: May 11, 2011

Kathleen T. Seay, Director

Attached for your review are compara-
tive interim financial reports for the

General Fund— 2 County’s General Fund and Utility Fund.

Revenue Projection These reports cover the periods July 1
through March 31, 2011 and 2010, re-
spectively.

General Fund— 3

Expenditure Projection The reports have been prepared by the

County’s Department of Finance and
Management Services and Utility De-

General Fund— 4 . .
Budget Highlights partments, respectively, from unaudited
records and are for management pur-
poses only. Input was provided from
various departments and related enti- d i 1 and Bud i q
General Fund— 5 ties throughout the County to help de- mentls an Fmanaa.lanl Bu gst Policies an
Reserves and velop General Fund projections. Regulations are available on the Depart-
Designations ment’s web-site, at
. http://www.co.hanover.va.us/finance/
The purpose of these reports is to pro- default.htm
° Gene;‘;’ F‘;nd Bal- 6 | Vide key financial management informa- . '
ance ee . . . .
. . tion in a format that is clear and concise. For add|t|9nal mformgtmn, contact Kathleen
®  Policy Compliance T. Seay, Director of Finance and Manage-
ment Services at (804) 365-6015 or by e-mail
. The County’s audited Comprehensive at fms@co.hanover.va.us.
Utility Fund Reports 7,8 Annual Financial Reports, Budget Docu-
HANOVER ADOPTS FY12 BUDGET FY12 General Fund Expenditures
On April 13, Hanover with no tax increase to SN Wot har e

adopted its FY12 Hanover citizens and o

budget. The General no decrease in ser-
Fund budget is $202.7 vices provided. Em-

million, a 2.1% in- ployees will receive a
BEST‘% crease from FY11. 2.25% merit increase,
COMMUNITIES This was accom- their first in three o O
TR for fomgPecrle plished by using sav-  years. Budgeted ex- o S
ings from attrition, penditures by function oot Parks, Rec and

Community Cultural
Development 2.9%
2.4%

and federal funds; are shown at right.

Capital Projects.
(non-Education) ~ Nondepartmental
1.1% 0.7%

Debt Service
2.1%
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HANOVER COUNTY

General Fund - Budget Highlights

Projected Change in Undesignated Fund Balance

Budget Sources Minus Uses, Net S 1,246,723
Allocation to Reserve for Future School Needs (355,000)
Allocation to Reserve for Revenue Stabilization (891,723)
Projected Net Change in Undesignated Fund Balance Bl % of revenue June 30,
Beginning Fund Balance July 1, 2010 24,494,204 12.6% 2010

Projected Ending Fund Balance June 30, 2011 $24,494,204 12.5% 2011

See additional comments on the next page.

Budget Comments

e The County’s conservative budgeting practices and cost reduction initiatives are structured to generate positive budget vari-
ances. Positive budget variances from one year are applied to fund a portion of the next year’s budget, Thus, positive budget

variances are used in lieu of taxes in the coming year, and therefore help to keep Hanover’s tax rates low and stable from year
to year.

e Asof March 31, 2011, it is projected that positive budget variances from FY11 will be sufficient to fund approximately $7.7
million in future County and School budgets, of which $7.4 million will fund the adopted FY12 County and School budgets, and
$355,000 is planned to be added to the reserve for future school needs.

e FY11’s projected budget variance will be made possible by the County’s focus on conservative spending on operations and
savings realized from vacant positions.

e  The County’s undesignated fund balance is projected to remain substantially unchanged in dollar amount, but to decrease
from 12.6% of revenues to 12.5% at June 30, 2011 in comparison to the prior year-end’s percent of revenue. The undesig-

nated fund balance as a percent of revenues was approximately 12.3% in 2007—2009. Fund balance reserves are discussed
on the following page.

Reserve for Contingencies : g

Beginning FY11 Budget S 980,400 e_\
Renovate Community Resources conference room (5,000) ji’ ".‘
Document imaging software (5,000) f !r "5;\
Improvements to Old Stone Jail (20,000) f 1\

Balance, March 31, 2011 S 950,400 REVENUE
Other projected uses: Tt
General Fund, Fleet and CIP transfer (approved 4/13) (580,430)

Unused balance, May 11, 2011 S 369,970

The reserve for contingencies is budgeted to cover unexpected needs. As of the end of the 3rd Quarter, $30,000 has been used
from the reserve. On April 13, another $580,430 was approved as shown above.
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General Fund Reserves and Designations

RESERVE FOR REVENUE STABILIZATION
To help preserve essential services to County

residents during the recession, since 2009, any

Actuals Projected amounts over a designated percentage of the
FY09 FY10 FY1l County’s undesignated fund balance target
currently 12.5%) generated by position
Beginning balance S - 2,066,529 3,725,246 ( . y 09 . . yp
vacancies and operating savings have been
Additions 2,066,529 2,658,717 891,723 | placed in a Reserve for Revenue Stabilization
During Periods of Economic Downturn. This
Use: reserve provides a source of funds to mitigate
In subsequent year budget - (1,000,000) (1,665,000)

future revenue declines, and to fund future year
budgets in accordance with the five-year plan.
Ending Balance $ 2,066,529 $ 3,725,246 $2,951,969

S$1.7M of the Reserve for Revenue Stabilization
will be used to fund a portion of the adopted
FY 2012 budget. The projected FY11 fiscal year-
end balance of $2.9 million is included as a
funding source for the FY13 and FY14 budgets in
the current five-year plan.

County General Fund Balance Designations and Reserves

The table at left shows the General Fund’s fund

Actual Projected balance reserves and designations at June 30,
6/30/2010 6/30/2011

2010, from the County’s audited financial report,

Designated for:

and current projections for June 30, 2011.

Economic Development S 500,000 $ 500,000

Funding of budgets 4,343,776 7,370,621 Actual reserves and designations will be
Funding of future school needs 2,000,000 2,355,000 determined at fiscal year-end.
Reappropriate unencumbered balances 1,018,929 1,000,000

Reserve for revenue stabilization 3,725,246 2,951,969

Total Designations 11,587,951

14,177,590 Fund balance designations indicate
management’s plans, while fund balance

reserves indicate legal restrictions on the use of

Encumbrances 812,191 800,000

Inventory 54 826 55.000 funds and amounts that are unspendable.
Grant programs 400,627 400,000

Debt service 199,106 199,000 The Reserve for Future School Needs is

Total Reserves 1,466,750 WEELAUNE  designated to fund a portion of future Schools

13,054,701 § $ 15,631,590 budgets.

Total Designations and Reserves
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General Fund Balance Sheet

March 31,
2010 2011
(FY 2010) (FY 2011)
Assets
Cash and cash equivalents S 8,701,588 S 14,409,716
Receivables - net of allowance for uncollectibles: Balance Sheet Comments
Taxes.recelvable . 5,981,094 5,774,654 | o The County's receivable
Landfill use and other receivables 13,930 26,418 X
Due from other governments 638,907 689,683 balances are consistent
Inventory 25,637 56,631 with prior year amounts as
S of March 31.
Total assets 15,361,156 20,957,102 .
- — | e Cashbalances are higher,
primarily due to reim-
bursements received on
Liabilities and Fund Equity completed referendum
Liabilities: projects during 2010.
Accounts payable and accrued liabilities 552,327 360,785 . . .
Deferred revenue - property taxes 6,952,749 6,816,551 | ® Additional information on
the County’s debt and
Total liabilities 7,505,076 7,177,336 Debt Policy compliance is
shown below.
Fund Equity:
Fund balances:
Reserved or designated for specific purposes 8,422,600 13,054,701
Unreserved 24,494,200 24,491,851
Revenues 122,554,071 124,376,819
Expenditures (147,614,791) (148,143,605)
Total fund equity 7,856,080 13,779,766
Total liabilities and fund equity S 15,361,156 S 20,957,102

Policy Compliance

General obligation debt - principal outstanding at June 30, 2011 $157,458,770 Hanover County’s

Economic Develop-

ment Authority

issued $2.4 million
Debt to assessed value <2.5% 1.0%| |in revenue bonds
Debt per capita <$2,017 $1,670 and $16.1 million in
Debt service to General Govt'l Exp <10% 6.8%| |refunding bonds in
Debt per per-capita income $5,000 $3,895 March, 2011, under
Debt payoff in 5 years >25% 38%| |a Support Agree-
Debt payoff in 10 years >50% 72%| | ment with the

County. The chart
at left shows that

The County’s Fund Balance Policy requires that the fund balance of the General Fund shall be at least the County remains
equal to 10% of the General Fund's total revenues as measured during the budget process as total in compliance with
revenues net any uses of fund balance and as measured at year-end actual revenues recognized over all debt policies
the preceding fiscal year. The County is in compliance with this Policy. The General Fund’s undesig- after issuance of

nated fund balance is projected to be 12.5% of revenues as of June 30, 2011. the EDA bonds.
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Page 8 HANOVER COUNTY

Utility Fund Balance Sheet

March 31,
_ 2010 _ 2011
(FY 2010) (FY 2011)
Assets
Cash and cash equivalents - unrestricted S 24,493,910 S 17,721,891
Cash and cash equivalents - restricted 3,432,646 3,488,079
27,926,556 21,209,971
Accounts receivable - net 1,151,030 825,005
Property, plant and equipment 188,639,627 196,288,722
Total assets S 217,717,213 S 218,323,698
Liabilities and Fund Equity

Liabilities:
Accounts payable and accrued liabilities 337,899 339,707
Developer capacity fee credits 262,905 1,235,411
Escrow 343,453 379,830
Long-term contractual obligations 487,075 326,059
Revenue bonds payable - net 33,278,057 30,879,625
Compensated absences payable 540,492 553,213
Total liabilities S 35,249,880 S 33,713,845

Fund Equity:

Net Assets
Invested in capital assets, net of related debt 152,501,784 160,853,067
Restricted for other purposes 3,432,646 3,488,079
Unrestricted 30,102,758 22,818,142
Projected change in net assets (3,569,855) (2,549,435)
Total net assets 182,467,333 184,609,853
Total liabilities and net assets S 217,717,213 S 218,323,698

Utility Comments

Operating Revenues — Water revenue FY11 budget was lower than previous years in anticipation of less growth and irrigation (20 -25% of
revenue). Water revenues will exceed budget by $1.2 million dollars due to the unusually warm and dry weather during the summer and
fall.

Purchase of Services — available water and sewer cost of Service adjustments from the City of Richmond and Henrico County will result in
significant reductions ($515,000) for purchased services.

Capacity Fees — Water—Capacity fee revenues will exceed budget by $487,000 due to completion of existing projects and new construction.
Capacity Fees — Sewer—Capacity fee revenues will exceed budget by $820,000 due to completion of existing projects and new construction.
Long Term Debt — Revenue Bonds:-Fewer revenue bonds are projected based on an improved forecast for capacity fees.

Capital Expenses — Appropriations in the approximate amount of $5 million dollars will be released this year due to the completion of
capital projects and firm bids for route 33 improvements which are significantly lower than consulting engineer’s estimates.
Debt service — Debt service will be $800,000 below budget based on lower capital spending and adequate cash balances.
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