City of Reedley

Administrative Services Department
845 “G” Street

Reedley, Ca 93654

DATE: February 24, 2017
TO: Nicole R. Zieba, City Manager

FROM: Paul A. Melikian, Assistant City Manager %\’/

SUBJECT:  Annual Review of Fund Balance Policies for General Fund Reserve & Enterprise Funds

General Fund Reserve

Resolution 2014-027, adopted by the City Council on April 8, 2014 established a fund balance policy for the
City to work towards and maintain a minimum level of cash on hand, equivalent to 60 days operating
expenditures, in the City's General Fund Reserve (Fund 002). The value of two months of operating
expenditures to be held in the General Fund Reserve is to be re-calculated every July, at the close of the
previous fiscal year, and the ‘cash on hand’ in the General Fund Reserve fund is the valuation measure to
determine the target reserve fund balance. The average monthly expenditures from the General Fund for the
2015-16 fiscal year were $654,468, therefore the 60-day reserve threshold amount is now $1,308,937. As of
June 30, 2016, the cash on hand in the General Fund Reserve fund is $1,269,759. Therefore, the cash on hand
is $39,178 (or 2.99%) short of meeting the target as set forth in the policy, as detailed in the attached
spreadsheet. The review for last fiscal year, dated July 22, 2015, communicated that the cash on hand as of
June 30, 2015 was $38,621 (or 3.2%) short of meeting the target as set forth in the policy.

This annual review reflects only a certain point in time, and does not include any possible/planned contributions
to, or uses of, the General Fund Reserve that may occur during the 2016-17 fiscal year.

Utility Enterprise Funds

Resolution 2014-017 adopted February 25, 2014, established a policy for the City to maintain a minimum level
of working capital, equivalent to 45 days operating expenditures, in the City's Water, Wastewater, and Solid
Waste enterprise operations. Monthly operating expenditures excludes capital outlay, debt service and
depreciation expense. The minimum 45-day reserve threshold amount is now:

o $281,641 for the Water Enterprise Fund (050)
¢ $319,976 for the Wastewater Enterprise Fund (052)
e $357,657 for the Solid Waste Enterprise Fund (053)

Working capital, defined as current assets less current liabilities, includes both operating and capital set aside
funds. All three enterprise operations exceed the reserve threshold set by resolution as of June 30, 2016, as
detailed in the attached spreadsheet. This annual review reflects only a certain point in time, and does not
include any revenue shortfalls or expenditure activity that may occur during the course of the 2016-17 fiscal
year that may cause the Enterprise funds to fall out of compliance with the policy. It is recommended that City
Departments/Divisions utilizing enterprise funds for large capital or equipment acquisition projects consult with
the Administrative Services Department prior to making purchasing decisions to ensure that adequate working
capital is available after the expenditure(s) is made.

C: Department Heads

Attachment



ANNUAL RESERVE POLICY CALCULATION

FISCAL YEAR 2015-16

JuLy AUGUST  SEPTEMBER OCTOBER NOVEMBER DECEMBER  JANUARY FEBRUARY MARCH APRIL

001 & 002 GENERAL FUND & GENERAL FUND RESERVES

Monthly Expenditures* $ 673,745 | S 569,634 | S 740,223 | $ 661,324 | $ 564,689 | S 782,443 | S 664,672  § 582,347 | $§ 610,315 | $ 492,843 | $ 629,343 | $ 882,042
Average Monthly Expenditure S 654,468
60-Day Reserve Threshold Amount - per Resolution 2014-027 $ 1,308,937
Cash For Fund 002 General Fund Reserves of June 30 2016*** $ 1,269,759

AUGUST SEPTEMBER OCTOBER NOVEMBER DECEMBER JANUARY FEBRUARY

050 WATER ENTERPRISE FUND

Monthly Expenditures* $ 170,430 | $ 135,582 | $ 304,395 | $ 148,038 | $ 108,029 | $ 296,375 $ 172,057 | $ 109,371 | $ 148,796 | $ 163,718 | $ 162,294 | $ 334,044
Average Monthly Expenditure $ 187,761
45-Day Reserve Threshold Amount - per Resolution 2014-017 $ 281,641
Working Capital For Fund 050 and 049 as of June 30 2016** $ 381,912

0 A ATER D A p BER OCTOBER 0 BER D BER ANUAR AR A
Monthly Expenditures® $ 202,666 | $ 130,208 | $ 333,301 | $ 166,011 | $ 166,718 | $ 253,469 | $ 220,696 | 5 142,803 | $ 208,416 | $ 153,469 | 5 202,214 | § 379,837
Average Monthly Expenditure $ 213,317
45-Day Reserve Threshold Amount - per Resolution 2014-017 s 319,976
Working Capital For Fund 052 and 051 as of June 30 2016** S 4,382,867

053 SOLID WASTE ENTERPRISE FUND AUGUST SEPTEMBER  OCTOBER NOVEMBER DECEMBER JANUARY FEBRUARY

Monthly Expenditures* $ 231,918 | § 175453 | $§ 262,051 | $ 192,343 | § 198,431 | $§ 236641 | $ 277,074 | $ 198,427 [ § 233,153 | $ 183,071 | $ 229,199 | § 443,495
Average Monthly Expenditure $ 238,438
45-Day Reserve Threshold Amount - per Resolution 2014-017 s 357,657
Working Capital For Fund 053 and 054 as of June 30 2016** $ 820,071

* Excludes capital outlay, debt service and depreciation expense

** includes both Enterprise Fund and associated Capital Set-Aside Fund
“«#+ Excludes Cash On Hand for General Fund 001
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Paul A. Melikian, Assistant City Manager




