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February 8 – A&F Committee

At the last A&F, the Committee asked staff to come 
back and provide more clarity & information on the 
proposed revisions to the Reserve Policy as well as 
how the “available funds” are determined
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Workgroup Discussions

Workgroup meetings (Total of 4 Mtgs.) discussed and focused on:
District’s purpose and use of reserves
Review of Reserve fund targets
Breakdown of monthly revenue and expenses
Review of total cash reserves
Estimated and Projected need of Reserves

Discussions on District’s Revenue Stream & Financial Risk
MWDOC’s revenue stream relatively stable under existing rate structure
Financial Risk is low
Combine certain designated reserves to cover unanticipated emergencies
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Results and Suggestions

Based on the Workgroup’s discussions, the following was 
suggested:

Expand policy to clearly describe all available funds, including Restricted, 
Designated and Unrestricted Funds in the Admin Code & financial Reports
Combine General Operations, Grant & Project Cash Flow, and Building 
Reserves into one “Operating Reserve” to meet emergency costs, 
unbudgeted expenditures, working capital and cash flow needs
Set this new “Operating Reserve” target equal to 120 days cash on hand
Retain Election and OPEB Reserve as a Designated Reserves
Classify the WEROC fund as a Restricted Reserve
Reduce the total Designated Reserves target fund amount



Existing Reserves

Each month Staff provides a 
breakdown of all Reserves, Cash 
amounts and investments in its Cash & 
Investment Report
For the purposes of Reserve 
Discussions, we used the Year End 
Balance – June 30, 2022



As of June 30, 2022

Existing Designated Reserves

Workgroup Reviewed the Existing 
Designated Reserves:

General Operations - Fund emergency 
expenditures, unbudgeted & unanticipated 
costs, and working capital 
Grant & Project Cash Flow - Covers trailing 
payments for District funds for WUE and/or 
project payments from MET, Federal, & State 
grants payments 
Election Expense - Manages election costs for 
Directors; and funds are updated each year to 
reflect changes in current election costs
Building Repair - Adjusted time to time to 
reflected Office needs & improvements 
OPEB - Assist in achieving the Board request to 
fully fund the OPEB liability



Existing Designated Reserves

Revisions to Designated Reserves

Fund

Designated Reserves

Operating Reserves (120 days) $3,819,350

Election Reserves $461,678

OPEB Reserves $297,147

Total Designated Reserves $4,578,175

Proposed Designated Reserves

Combine General Operations, Grant & Project Cash Flow, and Building Reserves into one 
“Operating Reserve” to meet emergency costs, unbudgeted expenditures, working 
capital and cash flow needs.  No need to have separate Categories

Set this new “Operating Reserve” target equal to 120 days cash on hand
Reduction from the existing 180 days target fund

Retain Election and OPEB Reserve as well as their fund targets
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Result of Designated Reserve Change

The changes in the Designated Reserve fund target would 
result in $1.855 million in “Available Funds”

The picture can't be displayed.

As of June 30, 2022



As of June 30, 2022

Other Remaining Reserves

Description of the other remaining 
Reserves: 

General Fund - Funds used to pay for District 
annual operating expenses.  Revenue generated 
from this fund includes annual meter charges & 
GW charge 
Water Fund - Fund that holds amounts paid by 
MAs for water purchases in advance of the MET 
payment date and Tier 2 fund 
Conservation Fund - Includes grants, MET & 
MA payments for WUE.  These funds may have a 
negative balance as MWDOC pays upfront for 
Rebates and invoices
WEROC Fund – Covers Annual Operating & 
Capital funds for WEROC activities. Restricted 
Fund
Trustee Activities - Hold funds for specific 
trustee activities, such as the AMP 



As of June 30, 2022

Revisions to Reserves

Workgroup asked for clearer 
description of all funds. Thus, Staff 
recommends to change the following: 

Change the General Fund to “General 
Operations Fund”
Change the Water Fund to “Water Purchase 
Payment Fund”
Classify the WEROC Fund to a Restricted 
Reserve
Trustee Activities – add AMP 



General Fund’s Available Funds

As of June 30, 2022

During the Workgroup & Committee discussions, questions were raised as to what 
funds are available with these remaining reserves

Only the General Fund has funds available
Staff calculated available funds by removing certain liabilities including total 
deposits, accruals & AP owned at the end of year as well as prior year’s project 
carryover balance
Net amount resulted in $671,517 of “Available Funds” in the General Fund 

General Fund $3,219,989

Total of Deposits, Accruals & 
AP owed at year end ($1,976,900)

Prior year’s carryover ($571,572)

Net Amount Available $671,517
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Availability of Funds &
Potential Use

From the change in the reserve target fund and the Net 
undesignated funds, the total available dollars total $2.527 
million ($1,855,697 + $671,517)
The following categories we presented as options for the 
potential use of such available funds:

Reduce MWDOC’s unfunded CalPERS pension or OPEB liability 
Provide credit/refunds for the member agencies
Use for projects/programs as determined by the Board
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Comments & Feedback

The following key comments and feedback from the Committee & 
Member agencies:

Support for the proposed revisions to the Reserve Policy 
A few recommending 90 days instead of the proposed 120 days cash on 
hand for the newly proposed Operating Reserve fund target
Support for additional funds being applied towards MWDOC’s pension 
liability, in particular CalPERS, 
Discuss with OCWD the opportunity to utilize a portion of these 
additional funds to per-purchase and/or store water into the Orange 
County Basin for future use by retail agencies throughout the County.  
Provide a credit back to the member agencies; however, such a credit 
should be done gradually (over several years) and not all at once
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Member Agency Comments

Staff received a letter from IRWD (Feb. 7, 2023)
• Support reducing the fund target from 180 days to 120 days; 

and assess in the future
• If there excess reserves of up to $2.6 million (at the end of FY 

22/23), they should be distributed as followed:
1) $1.1 million to reduce MWDOC’s unfunded CalPERS liability;
2) $500,000 to be credited the member agencies in FY 23/24;
3) $500,000 to be credited the member agencies in FY 24/25 after WUE 

cash flow risk subside; and
4) $500,000 for projects/program as determined by the MWDOC Board 

and supported by the member agencies.  
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Staff Recommendations

Staff recommends the Board adopt the following changes to the 
MWDOC Reserve Policy:

Classify WEROC Reserves as a Restricted Reserve;
Combine certain Designated Reserves into one “Operating Reserve” to 
cover emergencies, unexpected or unbudgeted expenses, and building 
expenses;
Set this new “Operating Reserve” target equal to 120 days cash on hand;
Classify OPEB Reserves as an Unrestricted Designated Reserve;
Remove the Tier 2 Contingency Fund; and
Rename several District’s Reserves for clarification and better 
understanding 
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Staff Recommendations (Cont.)

Staff recommends the Board authorize staff to place the available 
$2.527 million into the following categories at the following 
level/amounts:

Reduce MWDOC’s unfunded CalPERS liability by approximately $1 million;
Provide a credit of $500,000 to the member agencies in FY 2023-24;
Place the remaining funds (approximately $1 million) into an 
undesignated fund for project/program that can be utilized in the near 
future for local cost share for a WEROC Emergency Operations Center, 
and/or MWDOC Project/Programs such as pre-purchase Imported water 
to be placed into a groundwater storage or banking program, as directed 
by the Board 



Questions
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