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STAFF REPORT 
Agenda Item 10: Reserves Policy Review 

Monday, June 1, 2026 
____________________________________________________________________________ 
The Strategic Plan relevant priority is: Governance and Operational Excellence by fostering sound 
and sustainable management of District finances. Performance metric: Develop policy for budgeting, 
investing, and rate setting. 
 
Introduction 
Over the next few meetings, the Board will be presented with information on and an opportunity to 
discuss the District’s Reserve Policy, providing direction to the General Manager on policy updates. Any 
final changes to policy will be presented to the Board a public Board Meeting for consideration of 
adoption. The June agenda item will cover: 

• Why does the District have Reserves? 

• What is the current Reserves Policy? 

• How much does the District currently have in Reserve accounts? 

• What is the District’s historical balance and use of Reserves? 
 

Discussion 
 
Why does the District have Reserves? 
GM Salomone attended a Financial Policies and Internal Controls training webinar in November 2024. 
(Scott Nelson, the District’s current accountant, was a presenter.) An excerpt of slides from that training 
covers reserve basics, types of reserve categories to consider, and internal controls (Attachment A.)  The 
Board is invited to review these slides together and discuss. 
 
What is the current Reserves Policy? 
The current Reserves Policy (Attachment B) was adopted by the Board in August 2024 at a Board 
Meeting on recommendation from the District’s Accountant, Treasurer, and General Manager. Four 
reserve categories are defined in the policy (Operating, Capital, Emergency, Water Supply Reliability) and 
funding limits set. The Board is invited to review the current policy together and discuss. 
 
How much does the District currently have in Reserve accounts? 
The following excerpt from a QuickBooks report shows the reserve balances in the District’s LAIF and 
CLASS Accounts: 
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What is the District’s historical balance and use of Reserves? 
 

 
 

 
Recommended Action: 
 Provide feedback to General Manger on presented items and topic(s) for next meeting. 
 
Attachments: 

o A: Why the District Has Reserves- select slides from financial training webinar 
o B: Current Reserves Policy 

 
*   *   *   * 

Prepared and submitted to the Board of Trustees by: Elizabeth Salomone, General Manager 
 

  



 

Attachment A: Why the District Has Reserves 

(Highlights from a Financial Policies and Internal Controls training, November 2024) 

 

 
 
 
 

        
 



 

 
 
 
 
 

 
 



 

 
 

 
 
 

  



 

Attachment B: Current Reserves Policy 
 

2150  Reserve Policy 
The District shall maintain reserve funds from existing unrestricted funds as designated by the District’s 
Reserve Policy. The Board of Trustees adopts policies to maintain a prudent level of financial resources and 
provide cost-effective, efficient public services through a stable rate structure and gradual rate increases. The 
District must be prepared for larger-scale regional investments that help to secure water resources within its 
service area and must be prepared for sudden emergencies and unexpected costs. This policy establishes the 
procedure and level of reserve funding to achieve the following specific goals: 
 

a) Fund replacement and major repairs for the District’s physical assets. 
b) Fund regular replacement of computer hardware and software. 
c) Fund designated projects, programs, and/or other special uses not otherwise funded by grants or 

requiring additional monetary support; 
d) Fund capital improvements; and 
e) Maintain minimal operational sustainability in periods of economic uncertainty. 

 
Use of District Reserves is limited to available “Unrestricted” Funds (not obligated by law, contract or 
agreement), including donations, interest earned, fees for service, or other non-grant earnings. All special use 
funds will be designated by formal action of the Board of Trustees. The goal of the District is to maintain 
reserves at a level that equals or exceeds the sum of the following components: 
 

a) Operating Reserve: 
Purpose: This amount is intended to mitigate funding six months of operating expenses. 
Limit: 50 percent of the annual operating expense budget. 
 

b) Capital Reserve: 
Purpose: This amount is intended to replace existing assets and fund future capital projects Limit: 
15 percent of gross fixed assets as of the audit of the prior year plus 10 percent of the annual 
operating expense budget. 
 

c) Emergency Reserve:  
Purpose: This amount is intended to be protection against catastrophic loss and to provide a 
cushion in the event of unexpected circumstances.  
Limit: 25 percent of the value of fixed assets 
 

d) Water Supply Reliability Reserve:  
Purpose: Reserves set aside for the specific purpose of securing/purchasing water supply and/or 
infrastructure for storage or supply distribution.  
Limit: The costs associated with the District’s share of these expenses could be as high as $100 
million.  However, in order to initiate a prudent policy direction, the limit of this reserve shall not 
exceed $20 million without further agreement on specific project participation and reserve 
assignment.  
 
The District does not have a firm value to determine a contribution factor for Water Supply 
Reliability Reserve.  Therefore, this Reserves Policy establishes that when revenue deposits exceed 
the account limits specified in District Policy, those exceedances will be deposited into Water 
Supply Reliability Reserve. 
 

 



 
Monitoring Reserve Levels: The General Manager, in collaboration with the Treasurer, shall perform a reserve 
status analysis annually, to be provided to the Board of Directors’ annual deliberation/approval of Budget and 
Reserve Funds.  
 
Additional information may be provided to the Board of Trustees upon the occurrence of the following 
events: 
 

a) When a major change in conditions threatens the reserve levels established by this policy or calls into 
question the effectiveness of this policy; 

b) Upon General Manager and/or Board request. 

 
 


