OLYMPIC VALLEY
PUBLIC SERVICE DISTRICT

BOARD REPORT

SUBJECT: Annual Review of Financial Reserves Policy ~ EXHIBIT: F-4, 7 Pages

AUTHOR: Danielle Mueller, CFO MEETING DATE: October 27, 2026

RECOMMENDED ACTION: Staff recommends adopting Resolution 2026-23 approving revisions
to the District’s Financial Reserves Policy.

DISCUSSION: The purpose of a Financial Reserves Policy is to ensure the stability of the
District’s mission, services, employment, and ongoing operations. The policy defines goals for
reserve funds, specifies authorization for their use, and outlines requirements for reporting and
monitoring. Without a clear policy and procedure, reserve funds may gradually be depleted,
leaving the District vulnerable during times of financial need.

The reserve policy addresses the following five areas:
1. Purpose of building and maintaining reserves.
2. Definitions of the types of reserves, intended use, and calculation of target amounts.
3. Authorization for using reserves, including delegation to staff.
4. Responsibilities for reporting reserves and use of reserve funds.

Staff compiled the attached Financial Reserves Policy, including reserves for Operating, Capital
Replacement, and Rate Stabilization.

The process to determine whether minimum reserve balances are separately and
independently met for Fire, Water, Sewer, and Garbage is to evaluate the balances in the
Replacement Funds for each of these four services provided by the District. The minimum
balances for all three types of financial reserves (e.g., Operating, Capital Replacement, and Rate
Stabilization) are summed for each of the four services as applicable to evaluate if minimum
balances are available. The policy describes the process if the minimum balance is unavailable.

Analyses of the past three fiscal years demonstrate that the District has consistently maintained
reserve levels in compliance with the policy requirements, except for FY2027 when Garbage
Reserves will not meet the minimum required reserve balance. This is due to the planned
repaving at 1810 Olympic Valley Road. After this year, no further capital projects are planned
from the Garbage Fund, and reserves will be met going forward.
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FISCAL/RESOURCE IMPACTS: The financial reserve policy establishes a protocol for
maintaining reserve funds, ensuring long-term stability, and predictable management of public
funds. Without this policy, the District would face greater exposure to financial uncertainty and
the risk of depleting reserves during times of emergency.

STRATEGIC PLAN ALIGNMENT:
Focus Area: Finance | Goal: Maintain excellence in financial management and reporting.

ATTACHMENTS: Resolution 2026-23
Financial Reserves Policy, Clean (2 pages)
Financial Reserves Policy, Tracked Changes (2 pages)

DATE PREPARED: October 12, 2026

. _____________________________________________________________________________________________________________________________________________|
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RESOLUTION 2026-23

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE
OLYMPIC VALLEY PUBLIC SERVICE DISTRICT
ADOPTING REVISIONS TO THE FINANCIAL RESERVES POLICY (POLICY 2020)

WHEREAS, the Olympic Valley Public Service District is an independent special district,
organized under Water Code section 30000, et seq. in 1964; and

WHEREAS, the Board of Directors authorized the development of a District Policy Manual
on July 25, 2006 to set forth operating policies applicable to all District employees, and appointed
and elected officials; and

WHEREAS, the District adopted a Financial Reserve Policy, policy number 2020, in January
2016, which was most recently reviewed in September 2025; and

WHEREAS, the purpose of the Financial Reserves Policy is to establish appropriate reserve
levels to ensure the stability of the District's mission, services, employment, and ongoing operations.
Reserves provide funding for infrastructure replacement, unexpected financial hardships,
emergencies, future obligations, cash flow needs, and unfunded regulatory requirements; and

WHEREAS, revisions to the Financial Reserve Policy are necessary to clarify how capital
replacement reserves are maintained and updated.

NOW, THEREFORE, BE IT RESOLVED that the Board of Directors of the Olympic Valley
Public Service District hereby adopts revisions to the Financial Reserves Policy, Policy Number
2020, a copy of which is attached hereto.

PASSED AND ADOPTED this 27" day of October, 2026 at a regular meeting of the Board
of Directors of the Olympic Valley Public Service District, by the following vote on roll call:

AYES:
NOES:
ABSENT:
ABSTAIN:
APPROVED:
Dale Cox, Board President
ATTEST:

Jessica Asher, Board Secretary



Policy 2020 Financial Reserves — General

PURPOSE
Olympic Valley Public Service District (District) shall maintain reserve funds in the Sewer, Water, Fire
and Garbage Reserve Funds. This policy establishes the level of reserves necessary for maintaining
the District's credit worthiness and for adequately providing for:

e Funding infrastructure replacement.

o Economic uncertainties and other financial hardships.
e Loss of significant revenue sources such as property tax receipts or connection fees.
e Local disasters or catastrophic events.
e Future debt or capital obligations.
e Cash flow requirements.
¢ Unfunded mandates including costly regulatory requirements.
POLICY

Operating Reserves
The minimum amount of operating reserves will equal two months of operating expenses.

Capital Replacement Reserves
Capital replacement reserves will be accumulated to fund infrastructure replacement projects and will
be an integral part of the District's rolling capital replacement plan.

The District will maintain capital replacement reserves at a level that supports the timely replacement
of infrastructure and equipment, provides financial flexibility, and promotes long-term financial
sustainability. The District recognizes that capital projects may be funded through a combination of
accumulated reserves, current revenues, grants, and external financing, as appropriate.

The amount of annual funding allocated to capital replacement reserves will be determined during the
budget process and will consider the District's 10-year capital replacement plan, anticipated project
costs and timing, available financial resources, operating needs, and the potential use of external
financing.

The District will establish and periodically evaluate a target level for capital replacement reserves based
on projected capital expenditures. A five-year rolling average of capital replacement spending may be
used as a planning benchmark, but will not be the sole determinant of the appropriate reserve level.

Rate Stabilization Reserves

The Sewer, Water, and Garbage reserves will each maintain a minimum reserve equal to one year's
sewer, water, and garbage debt obligations, respectively. If there is a year where revenues will be less
than budget, at a minimum the District needs to cover its debt obligation.

PROCEDURE FOR USING RESERVE FUNDS

Operating Reserves

Operating reserves can be used at any time to meet cash flow requirements of District operations.
Authority to use the funds will be consistent with the District's Procurement Policy.
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Capital Replacement Reserves

The Board of Directors will authorize use of capital replacement reserves during the budget process.
Capital replacement reserves are also available for unplanned (unbudgeted) capital replacements.
Authorization for the use of capital replacement reserves for unplanned capital replacements will be
consistent with the District's Procurement Policy.

Rate Stabilization Reserves

The General Manager and Chief Financial Officer (CFO) are authorized to use rate stabilization funds
to supplement operating revenue when:

o Total revenue in the Sewer, Water or Garbage reserves is projected to be five percent
or more below the annual budgeted revenue for each of the three services,
respectively.

PROCEDURE FOR MONITORING RESERVE LEVELS
The CFO shall perform reserve analyses to be submitted to the Board of Directors upon the occurrence
of the following events:

Board of Directors' deliberation of the annual budget;

o Board of Directors' deliberation of a service charge rate increase;
When a major change in conditions threatens the reserve levels established within this
policy.

If the analyses indicate projected or actual reserve levels falling 10% below the levels outlined in this
policy, at least one of the following actions shall be included with the analyses:

o An explanation of why the reserve levels are not at the targeted level, and/ or
e An identified course of action to bring reserve levels within the minimum levels

prescribed.
(Adopted 01-26-16; Revised 10-29-19; Reviewed 05-25-21; Reviewed 06-28-22,
Reviewed 10-31-23, Reviewed 01-28-25, Reviewed 09-30-25, Revised 10-27-26)
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Policy 2020 Financial Reserves — General

PURPOSE
Olympic Valley Public Service District (District) shall maintain reserve funds in the Sewer, Water, Fire
and Garbage Reserve Funds. This policy establishes the level of reserves necessary for maintaining
the District's credit worthiness and for adequately providing for:

¢ Funding infrastructure replacement.

e Economic uncertainties and other financial hardships.
e Loss of significant revenue sources such as property tax receipts or connection fees.
e Local disasters or catastrophic events.
e Future debt or capital obligations.
e Cash flow requirements.
¢ Unfunded mandates including costly regulatory requirements.
POLICY

Operating Reserves
The minimum amount of operating reserves will equal two months of operating expenses.

Capital Replacement Reserves
Capital replacement reserves will be accumulated to fund infrastructure replacement projects and will
be an integral part of the District's 100-yearrolling capital replacement plan.

The District will maintain capital replacement reserves at a level that supports the timely replacement
of infrastructure _and equipment, provides financial flexibility, and promotes long-term financial
sustainability. The District recognizes that capital projects may be funded through a combination of
accumulated reserves, current revenues, grants, and external financing, as appropriate.

The amount of annual funding allocated to capital replacement reserves will be determined during the
budget process and will consider the District's 10-year capital replacement plan, anticipated project
costs and timing, available financial resources, operating needs, and the potential use of external

financing.

The District will establish and periodically evaluate a target level for capital replacement reserves based

on projected capital expenditures. A five-year rolling average of capital replacement spending may be
used as a planning benchmark, but will not be the sole determinant of the appropriate reserve level.

Rate Stabilization Reserves

The Sewer, Water, and Garbage reserves will each maintain a minimum reserve equal to one year's
sewer, water, and garbage debt obligations, respectively. If there is a year where revenues will be less
than budget, at a minimum the District needs to cover its debt obligation.

PROCEDURE FOR USING RESERVE FUNDS
Operating Reserves
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Operating reserves can be used at any time to meet cash flow requirements of District operations.
Authority to use the funds will be consistent with the District's Purchasing-Procurement Policy.

Capital Replacement Reserves

The Board of Directors will authorize use of capital replacement reserves during the budget process.
Capital replacement reserves are also available for unplanned (unbudgeted) capital replacements.
Authorization for the use of capital replacement reserves for unplanned capital replacements will be
consistent with the District's Purchasing-Procurement Policy.

Rate Stabilization Reserves

The General Manager and Finance-and-Administration-Manager Chief Financial Officer (CFO) are

authorized to use rate stabilization funds to supplement operating revenue when:

o Total revenue in the Sewer, Water or Garbage reserves is projected to be five percent
or more below the annual budgeted revenue for each of the three services,
respectively.

PROCEDURE FOR MONITORING RESERVE LEVELS
The Einance-and-Administration-ManagerCFO shall perform reserve analyses to be submitted to the

Board of Directors upon the occurrence of the following events:

e Board of Directors' deliberation of the annual budget;

o Board of Directors' deliberation of a service charge rate increase;
When a major change in conditions threatens the reserve levels established within this
policy.

If the analyses indicate projected or actual reserve levels falling 10% below the levels outlined in this
policy, at least one of the following actions shall be included with the analyses:

¢ An explanation of why the reserve levels are not at the targeted level, and/ or
e An identified course of action to bring reserve levels within the minimum levels

prescribed.
(Adopted 01-26-16; Revised 10-29-19; Reviewed 05-25-21; Reviewed 06-28-22,
Reviewed 10-31-23, Reviewed 01-28-25, Reviewed 09-30-25, Revised 10-27-26)
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