
 

Response to Questions on the FY 2014 Budget 
 

 

 

Request By: Supervisor Foust  

 

Question: Review reserves and verify that the annual contributions are necessary and are funded at 

the proper levels. 

 

Response:   The County has defined policies for reserves including policies to govern their use and 

formulas to identify how they are funded.  The attached memo from October 2011 lays 

out the importance of the reserves and the uses for them.  As indicated in the memo, staff 

is continuing to work on improving the transparency of the reserves by making the uses 

and methods of calculation clearer in budget and financial reporting documents.   

 

Many of the reserves are not funded with General Fund resources but rather with the 

revenue streams supporting the operation of the programs, such as sewer fees.  Those that 

are supported by the General Fund include the Managed Reserve, the Revenue 

Stabilization Fund, the Accrued Liability Reserve in the Self Insurance fund, the Other 

Post-Employment Benefits (OPEB) and Retirement reserves, and replacement reserves 

for vehicles and technology infrastructure.   

 

The annual contributions for the Managed Reserve and the Revenue Stabilization 

Reserve are directed by long standing Board policy and equate to, respectively, 2 percent 

and 3 percent of General Fund disbursements.  These reserves are funded concurrently 

with any changes in appropriation. 

 

The Accrued Liability, OPEB and Retirement reserves are funded annually in accordance 

with actuarial valuations performed by external actuaries.  The Accrued Liability Reserve 

represents the County’s current and projected requirements as a result of Worker’s 

Compensation and other self-insured liabilities of the County.  The $1.1 million in 

funding required to meet the June 2012 valuation is included in the FY 2013 Third 

Quarter Review as it adjusts the FY 2013 required funding level.  The OPEB reserve is a 

relatively new requirement by the Governmental Accounting Standards Board to ensure 

that the long term impact of County health benefits are accounted for.  There is no 

increase to the General Fund OPEB contribution in FY 2014 based on the actuarial 

valuation for June 2012.  The retirement contributions are also funded as a result of 

annual actuarial valuations to address long term funding requirements of the obligations 

of the County’s retirement systems.  The net impact of Retirement funding requirements 

in FY 2014 is an increase of $0.8 million. 

 

The replacement reserves for vehicles and technology infrastructure are sized to 

accommodate the inventory of vehicles, including Police cars and Fire and Rescue 

apparatus and ambulances, and computer equipment such as PCs and laptops, the costs of 

replacement equipment and the age and usage criteria established for each type of 

equipment.   

 

The levels of most vehicle reserves did not require adjustments in FY 2014.  However, 

Fire and Rescue apparatus and ambulance reserves are not sufficient and an increase of 

$1.0 million is required to support the first year of a multi‐year process to gradually 



 

increase the annual contributions to the Large Apparatus Replacement Fund and 
Ambulance Replacement Fund. This funding is in addition to the department dedicating 

additional grant funds, additional baseline funds and one‐time contributions in support of 
this effort.  Additional contributions are required due to increasing cost of vehicles, some 
fleet growth, and a contribution level that has remained flat since FY 2007. Without 
additional funding, the replacement reserves will be depleted in FY 2016. It should be 

noted that given the current inventory and replacement cycle, the annual contribution 

should be in the $5‐6 million range for the Large Apparatus Replacement Reserve and 

approximately $1 million for the Ambulance Replacement Reserve. The current annual 

contributions are $3.1 million and $0.2 million, respectively.  It is also anticipated in the 

FY 2015 Plan that additional funding of $1 million will be required and that the County 

will need to start funding a portion of the estimated $0.8 million in annual requirements 

for apparatus and ambulances currently owned by volunteer companies due to the 

concern that exists that many of the volunteer companies will be unable to replace these 

vehicles when necessary. 
 

As a result of the annual review of the requirements for these reserves, a balance of $1.5 

million was identified in the PC Replacement Reserve and was transferred to the General 

Fund as part of the FY 2014 Advertised Budget Plan.  Under the current proposal, the PC 

Replacement Program will permanently move from a 4 year to a 5 year PC refresh cycle 

as part of a long term PC replacement strategy that is in development.  A one-time 

transfer to the General Fund of $1.5 million in FY 2014 can be accommodated within this 

proposal based on a lower number of hardware replacements in FY 2014, and is 

consistent with the ongoing requirements that have been preliminarily identified as a 

result of a review of inventory, replacement costs and the useful life of this equipment.   

 

 

 

 

 














