City of Reedley

Administrative Services Department
845 “G” Street

Reedley, Ca 93654

DATE: September 16, 2021
TO: Nicole R. Zieba, City Manager

FROM: Paul A. Melikian, Assistant City Manage@/\/

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

General Fund Reserve

In February 2021, the City Council adopted Resolution 2021-006 revising the Fund Balance Policy for
the General Fund Reserve that increases the minimum target amount of ‘cash on hand’ to 90 days’
worth of average monthly operating expenditures, upwards from the previous target of 60 days, which
constitutes a margin or buffer for mitigating risks and providing a back-up for revenue shortfalls.

The value of 90 days (three months) operating expenditures to be held in the General Fund Reserve is
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 2020-21 fiscal year were $918,679, therefore the
90-day reserve threshold amount is now $2,756,038. As of June 30, 2021, the cash on hand in the
General Fund Reserve fund is $2,171,971, an increase of $257,445 over last year at this time
($1,914,526). Therefore, the cash on hand is ($584,067) below the minimum target as set forth in the
policy, as detailed in the attached spreadsheet. The review for last fiscal year, dated August 31, 2020,
communicated that the cash on hand as of June 30, 2020 was $359,502 above the minimum target as
set forth in the policy, however this was calculated at the lower 60-day minimum target, since amended.

It should be noted, that although this review is as of June 30, 2021, the FY 2021-22 Adopted Budget
includes transfers of $300,000 to the General Fund Reserve from one-time resources. In addition, on
September 14, 2021, the City Council authorized using of a portion of higher than anticipated carryover
in the General Fund to payoff the remaining portion of the Reedley Municipal Airport Loan, an interfund
loan made from the General Fund Reserve. In summary, the budgeted transfers, airport loan payoff and
expected investment interest will result in an approximate $495,000 increase to the Reserve this fiscal
year. As of September 2021, the Reserve is only about $89,000 shy of hitting the higher 90-day target.

While certainly a manageable gap, the policy calls for diligently working towards hitting the target;
therefore, staff will continue to monitor the City budget for opportunities to bolster the Reserve,
potentially as early as the FY 2021-22 mid-year budget review process.



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 $303,521 for the Water Enterprise Fund (050)
¢ $391,119 for the Wastewater Enterprise Fund (052)
e $441,583 for the Solid Waste Enterprise Fund (053)

Working capital, defined as current assets less current liabilities, includes both operating and capital set
aside funds. Ali three enterprise operations comfortably exceed the reserve threshold set by resolution
as of June 30, 2021, as detailed in the attached spreadsheet.

The Solid Waste Enterprise had fallen short of hitting the minimum threshold over the last two years.
With the privatization of solid waste collections as of July 1, 2021 the City was in receipt of one-time
proceeds from the sale of collections equipment, cans and bins; therefore the fund balance as of June
30, 2021 reflects this cash inflow and is a primarily factor in exceeding the threshold this year.

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 2021-22 fiscal year that may cause the
Enterprise funds to fall infout 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



aleqg

(2/a//¢

138eue|p A31D Juelsissy ‘uenjilBIN "V [ned

=07 »W\

100 pun4 [Di3U39 J0f PUDH UQ YSDD SIPNIIXT www
spuny apisy-33S [03dD) PaIDIIOSSD PUD pund 3s1did3uI Y10q SIPNIIU] 4

asuadxa uolIp12a4dap pup 331135 31gap ‘Abjano [p31dDI SAPNIXT

560°800°T

o,

/ Ag 135 pjoysalyL aniasay spaadx3 [p3idp) bunjiom

8L9'6VYT

++T1T0T O€ duUnf JO se pS0 Pue £50 pund 104 [eide) Sunpom

€8S'TYY

LTO-PTOZ uonnjosay Jad - Junowy pjoysaayl aniasay Aeq-sy

88E'V6T

v | n|un|wn

aanjipuadx3 Ajyuoy aSesany

OLv'SLy $ | LL8'SET  $ | L89'TOE ¢ | 060'PSE § | Zze'L€z $ | vL8'vST S| €TS'SSE  $ | 8Sb'E9T

$|zot'tsz ¢ | €29'1LE  $ | L6Y'9TZ § | LvT'STZ S

«ES0 pung 4oy saunyipuadx3 Ajyuo

3SIYdY¥3LN3 3ISYM A0S

658666

uonnjosay Ag 13s pjoysalyl aniasay spaaax3 [pydp) buiyiom

8L6'06ET

++TTOT OE dUNr Jo se TS0 pue S0 pung Jo4 |eyded Sunjiom

6TT'T6E

LT0-PTOTZ uoiInjosay Jad - Junowy pjoysalyl aniasay Aeqa-sy

9vL'09T

v n|n|wn

aimyipuadx3 Ajyyuoy adessny

vZ8'I6E S | 8Z8'98T

S| 6TLLET $|S9T'69T S| 0SSTSE | LL0T8T $ | BSS'6IE $ | 9EE'89T $ | T8TOVZ ¢ | €LEL8T $ | 8E0'8TT S| 860'SLT $

«2S0 pun4 Joj saunjipuadx3 Ajyuon

3SI¥dYILING HILVMILSYM

LOEV8Y

uoInjosay Ag 313S pJoysaiyl aniasay spaadx3 [3dn) bunyiom

878°L8L

++TZ0T OE dUN[ 4O se 6Y0 PUE 8%0 ‘0S0 PuNd Jod [earde) Subjom

TZS'€0E

LT0-PTOZ uoiNjosay Jad - Junowy pjoysalyL an1asay Aeg-sy

LYE'T0T

wvlun|ln|wn

aJnyipuadx3 Ajyiuo asesany

S96'8L S| LTT'68T S| OTY'68T | SVL'L9T § | VESEET

S| ¥96T6T $ | LO6'TST $ | 09T'S6T $ | T06°6ET S | OVE'ZYZ S| 6ZEBTT $ | L29'LTT ¢

«0S0 puny Joy sainypuadx3 Ajyuop

3SI4dYILNT HILYM

POZT'BEE'TS | T8L'Z98 $ | T6E'SEOTS | Tv8'T98 $ | €S8'shs ¢ | 8L8'6EL $|TIL'TE6 S | TEO'EV8 $ | SST'SET'TS | LvL'188 $ | 69v'T9L $ | 088'S8L $

€-020¢ ¥V3A TVISI4 404 SNOLLYIND1V.

AdI70d INYISTY TVANNV

(£90v8s) S uonnjosay Ag 13s pjoysaiyl aniasay Jo 1oys sjjo4 PUDH U0 Yso)
TLE6'TLTT S *xxxTTOT OE dUNT JO SBAIBSAY pun4 |BJ3USH ZOO PUN4 104 ysed
8€09SL'T $ 900-TZ0Z Uonnjosay Jad - Junowy pjoysasyl aniasay Aeg-06
6L9'8T6 S aanyipuadx3 Ajyjuopy a8esany

+T00 pung 1oy saunyipuadx3 Ajyuop

S3INYISIY ANNA TVHINID B ANNL TVHINID




