
REGULAR MEETING 

FINANCE COMMITTEE  

MONTECITO WATER DISTRICT 

583 SAN YSIDRO ROAD, MONTECITO, CALIFORNIA 

Join by Teleconference:  

https://zoom.us/j/98034571381?pwd=N21JUWRZaStGSFk1dkhaMkZDSGFJQT09 

 Meeting ID: 980 3457 1381; Passcode: 318463 

Tel: (669) 900 6833    

Tuesday, June 15, 2021 

9:30 AM 

AGENDA 

1. CALL TO ORDER, DETERMINATION OF COMMITTEE QUORUM

2. PUBLIC FORUM

This portion of the agenda may be utilized by any person to address the Finance Committee on any matter

within the jurisdiction of the Committee. No consideration or discussion shall be undertaken by Committee

members at this time on any item not appearing on this agenda except as permitted by the Ralph M. Brown

Act. Discussion items receiving recommendations by the Committee, and/or items requiring action will be

placed on the agenda of a future meeting of the Montecito Water District Board of Directors.

3. ITEMS FOR COMMITTEE DISCUSSION

A. Unaudited District Monthly Financial Reports for May 2021; 

B. Proposed update of Investment Policy; 

C. Proposed update of District Misc. Fees for FY2022; 

D. Proposed update of Connection and Capital Cost Recovery Fees for FY2022; 

E. Proposed update of Reserve Policy; 

F. Review of District contribution toward employee dependent health care premium; 

G. Review of Draft FY2022 Budget revisions; 

H. Consideration of change to inventory capitalization threshold; 

* Indicates attachment included for this item

4. DIRECTOR REQUESTS

5. ADJOURNMENT

Note: In accordance with Executive Orders N-25-20, N-29-20, and N-33-20, issued by the Governor of the

State of California in response to COVID-19, in-person public participation at Montecito Water District

meetings is suspended.   The District has established alternative methods of participation which permit members

of the public to observe and address public meetings telephonically and/or electronically. These methods of

participation can be accessed through the internet link provided at the top of this agenda.

 

* 

* 

* 

* 

https://zoom.us/j/98034571381?pwd=N21JUWRZaStGSFk1dkhaMkZDSGFJQT09


This agenda was posted on the District website, and at the Montecito Water District outside display case at 5:00 

p.m. on June 11, 2021.  The Americans with Disabilities Act provides that no qualified individual with a 

disability shall be excluded from participation in, or denied the benefits of, the District’s programs, services or 

activities because of any disability.  If you need special assistance to participate in this meeting, please contact 

the District Office at 805-969-2271.  Notification at least twenty-four (24) hours prior to the meeting will enable 

the District to make appropriate arrangements. 

Agendas, agenda packets, and additional materials related to an item on this agenda submitted to the Committee 

after distribution of the agenda packet are available on the District website. 



 

MONTECITO WATER DISTRICT 

MEMORANDUM 

 

 

SECTION: 3-B 

 

DATE: JUNE 15, 2021 

 

TO:  FINANCE COMMITTEE 

 

FROM: GENERAL MANAGER / BUSINESS MANAGER 

 

SUBJECT: RESOLUTION NO. 2214– FISCAL YEAR 2022 INVESTMENT POLICY  

 

RECOMMENDATION: 

Recommend that the Board of Directors adopt Resolution No. 2214, the District’s Investment 

Policy for the Fiscal Year 2022. 

DISCUSSION:  

For compliance with Government Code §53646, the District’s Investment Policy must be 

reviewed and updated on an annual basis.   

The District’s funds are currently held in Charles Schwab, which facilitates safety, liquidity, and 

a return on investment, thereby meeting the requirements of Government Code §53600.5, as 

reflected in both the current Investment Policy, Resolution No. 2195 adopted for Fiscal Year 

2021 and this proposed Resolution No. 2214. General Counsel has reviewed the updated 

proposed Investment Policy for compliance with the Government Code. 

ATTACHMENT:  

1. Draft Resolution No. 2214 - Investment Policy for Fiscal Year 2022 
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RESOLUTION NO. 2214 

RESOLUTION OF THE BOARD OF DIRECTORS OF 

MONTECITO WATER DISTRICT ADOPTING THE 

 INVESTMENT POLICY FOR THE FISCAL YEAR 2022  

 

 

WHEREAS, the Legislature of the State of California has declared that the deposit 

and investment of public funds by local officials and local agencies is an issue of statewide 

concern (California Government Code “CGC” §53600.6 and §53630.1); and 

WHEREAS, the legislative body of a local agency may invest surplus moneys not 

required for the immediate necessities of the local agency in accordance with the 

provisions of CGC §§53600 et seq. and §§5920 et seq. 

 NOW THEREFORE BE IT RESOLVED THAT: 

 1.   It shall be the goals of the Montecito Water District (District) to invest funds in a 

manner that will not impair principal, will provide the highest investment return with the 

maximum security while meeting the daily cash flow demands of the District, and will 

conform to all statutes governing the investment of District funds. 

 2.   The Treasurer (or designated fiscal officer of the District) shall annually prepare 

and submit a statement of investment policy and such policy, and any changes thereto, 

shall be considered by the District Board of Directors at a public meeting  (CGC 

§53646(a)(2)) 

 3.   The specifics of the District investment policy for the fiscal year 2022 are set forth 

on Attachment A to this Resolution, which attachment is incorporated into this Resolution 

by reference as though fully set forth herein.   

 PASSED AND ADOPTED by the Board of Directors of the Montecito Water 

District this 22nd day of June, 2021, by the following roll call vote: 

 AYES:   

 NOES:   

 ABSENT:  

ABSTAIN:  

 APPROVED: 

______________________ 

Charles T. Plough, President 

ATTEST: 

_____________________________ 

Nicholas Turner, Secretary  
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ATTACHMENT “A”  

TO 

RESOLUTION NO. 2214 

RESOLUTION OF THE BOARD OF DIRECTORS OF 

MONTECITO WATER DISTRICT CONCERNING THE 

 INVESTMENT POLICY FOR THE FISCAL YEAR 2022  

1. SCOPE 

 This investment policy applies to all financial assets of the Montecito Water District 

(“District”).  These funds are accounted for in the Annual Financial Report and include 

reserves, and operational and savings accounts. Funds not included in the policy include 

deferred compensation funds. 

 2. PRUDENCE 

 Investments shall be made with judgment and care, under circumstances then 

prevailing, which persons of prudence, discretion and intelligence exercise in the 

management of their own affairs; not for speculation, but for investment, considering the 

probable safety of their capital as well as the probable income to be derived.  The standard 

of prudence to be used by investment officials shall be the "prudent investor" standard 

(CGC §53600.3) and shall be applied in the context of managing an overall portfolio. The 

Board of Directors, Treasurer, and any other persons authorized to make investment 

decisions on behalf of the District are trustees and therefore fiduciaries subject to the 

“prudent investor” standard (CGC §53600.3).  When investing, reinvesting, purchasing, 

acquiring, exchanging, selling, and managing public funds, a trustee shall act with care, 

skill, prudence, and diligence under the circumstances then prevailing, that a prudent 

person acting in a like capacity and familiarity with those matters would use in the conduct 

of funds of a like character and with like aims, to safeguard the principal and maintain the 

liquidity needs of the agency.  Within the limitations of CGC §53600.3 and considering 

individual investments as part of an overall strategy, a trustee is authorized to acquire 

investments as authorized by law. 

3. OBJECTIVES 

 As specified in CGC §53600.5, when investing, reinvesting, purchasing, acquiring, 

exchanging, selling and managing public funds, the primary objectives, in priority order, of 

the investment activities of the District shall be: (1) Safety: Safety of principal is the 

foremost objective of the investment program.  Investments of the District shall be 

undertaken in a manner that seeks to ensure the preservation of capital in the overall 

portfolio.  To attain this objective, diversification is required in order that potential losses 

on individual securities do not exceed the income generated from the remainder of the 

portfolio; (2) Liquidity: The investment portfolio will remain sufficiently liquid to enable 

the District to meet all operating requirements which might be reasonably anticipated; and 

(3) Return on Investments: The investment portfolio shall be designed with the objective 

of attaining a market rate of return throughout budgetary and economic cycles, taking into 

account the investment risk constraints and the cash flow characteristics of the portfolio. 
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 4. DELEGATION OF AUTHORITY 

 Authority to manage the investment program is derived from CGC §§53600, et seq.  

Management responsibility for the investment program is hereby delegated to the 

Treasurer pursuant to CGC §53607, who shall establish written procedures for the 

operation of the investment program consistent with this investment policy.  Procedures 

should include references to: safekeeping, wire transfer agreements, collateral/depository 

agreements and banking services contracts, as appropriate.  Such procedures shall include 

explicit delegation of authority to persons responsible for investment transactions.  No 

person may engage in an investment transaction except as provided under the terms of this 

policy and the procedures established by the Treasurer.  The Treasurer shall be responsible 

for all transactions undertaken and shall establish a system of controls to regulate the 

activities of subordinate officials.  Under the provisions of California Government Code 

Section 53600.3, the Treasurer is a trustee and a fiduciary subject to the prudent investor 

standard. 

 5. ETHICS AND CONFLICTS OF INTEREST 

 All persons authorized to make investment decisions on behalf of the District shall 

refrain from personal business activity that could cause a conflict of interest which could 

impair their ability to make impartial investment decisions and which would impair, 

impede, or interfere with the proper execution of this Investment Policy. 

6. AUTHORIZED FINANCIAL INSTITUTIONS AND DEALERS 

 The Treasurer will maintain a list of financial institutions, selected on the basis of 

creditworthiness, financial strength, experience and minimal capitalization authorized to 

provide investment services.  In addition, a list will also be maintained of approved 

security brokers/dealers selected by creditworthiness who are authorized to provide 

investment and financial advisory services in the State of California.  No public deposit 

shall be made except in a qualified public depository as established by state laws. 

 For brokers/dealers of government securities and other investments, the Treasurer 

shall select only brokers/dealers who are licensed and in good standing with the California 

Department of Securities, the Securities and Exchange Commission, the National 

Association of Securities Dealers or other applicable self-regulatory organizations. 

 Before engaging in investment transactions with a broker/dealer, the Treasurer shall 

have received from said firm a signed Certification Form.  This form shall attest that the 

individual responsible for the District's account with that firm has reviewed the District's 

Investment Policy and that the firm understands the policy and intends to present 

investment recommendations and transactions to the District that are appropriate under the 

terms and conditions of the Investment Policy. 

7. AUTHORIZED AND SUITABLE INVESTMENTS 

The District is empowered by CGC §53601 et seq. to invest in the following: 

A. Bonds issued by the District. 

B. United States Treasury notes, bonds, bills, or certificates of indebtedness.  
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C. Registered state warrants or treasury notes or bonds issued by the State of 

California. 

D. Bonds, notes, warrants or other evidence of indebtedness of a local agency within 

the State of California. 

E. Federal agency or United States government-sponsored enterprise obligations, 

participations, or other instruments.   

F. Negotiable certificates of deposit issued by a nationally or state-chartered bank, a 

savings association or a federal association.  Not more than 30% of surplus funds 

can be invested in certificates of deposit. 

G. Any other investment security not specifically set forth above, but which is 

authorized under the provisions of CGC §5922 and §53601. 

Prohibited Investments.  Under the provisions of CGC §53601.6, the District shall not 

invest any funds covered by this Investment Policy in inverse floaters, range notes, 

interest-only strips derived from mortgage pools or any investment that may result in a 

zero-interest accrual if held to maturity. 

8. COLLATERALIZATION 

 All certificates of deposit must be collateralized by U.S. Treasury obligations.  

Collateral must be held by a third-party trustee and valued on a monthly basis 

9. SAFEKEEPING AND CUSTODY 

All security transactions entered into by the District shall be conducted on delivery-

versus-payment (DVP) basis.  All securities purchased or acquired shall be delivered to the 

District by book entry, physical delivery or by third party custodial agreement as required 

by CGC §53601. 

10. DIVERSIFICATION 

 The District will diversify its investments by security type and institution. It is the 

policy of the District to diversify its investment portfolio.  Assets shall be diversified to 

eliminate the risk of loss resulting from over concentration of assets in a specific maturity, 

a specific issuer or a specific class of securities.  Diversification strategies shall be 

determined and revised periodically.  In establishing specific diversification strategies, the 

following general policies and constraints shall apply: 

A. Portfolio maturities are matched versus liabilities to avoid undue concentration in a 

specific maturity sector. 

B. Maturities selected shall provide for stability of income and liquidity. 

C. Disbursement and payroll dates shall be covered through maturing investments, 

marketable U.S. Treasury bills or other cash equivalent instruments such as money 

market mutual funds. 

11. REPORTING 

 In accordance with CGC §53646(b) (1), the Treasurer shall submit to each member 

of the Board of Directors a quarterly investment report. The report shall include a complete 
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description of the portfolio, and the issuers, maturity dates, par values and the current 

market values of each component of the portfolio, including funds managed for District by 

third party contracted managers. The report will also include the source of the portfolio 

valuation.  As specified in CGC §53646 (e), if all funds are placed in LAIF, FDIC-insured 

accounts and/or in a county investment pool, the foregoing report elements may be 

replaced by copies of the latest statements from such institutions.  The report must also 

include a certification that (1) all investment actions executed since the last report have 

been made in full compliance with the Investment Policy, and (2) the District will meet its 

expenditure obligations for the next six months as required by CGC §53646 (b) (2) and (3), 

respectively.  The Treasurer shall maintain a complete and timely record of all investment 

transactions. 

12. ANNUAL INVESTMENT POLICY REVIEW 

This Investment Policy shall be reviewed on an annual basis, and modifications 

will be approved by the District Board of Directors. 

 

Section 3-B 
Page 6



 

 

 

MONTECITO WATER DISTRICT 

MEMORANDUM 

 

SECTION: 3-C 

 

DATE: JUNE 15, 2021 

 

TO:  FINANCE COMMITTEE 

 

FROM: GENERAL MANAGER / BUSINESS MANAGER 

 

SUBJECT: RESOLUTION NO. 2216 – ADOPTION OF UPDATED SCHEDULE OF 

MISCELLANOUS FEES AND CHARGES  

 

RECOMMENDATION: 

Recommend that the Board of Directors adopt Resolution No. 2216 updating the District’s 

schedule of miscellaneous fees and charges which apply to specific services provided by the 

District. 

DISCUSSION:  

The District has miscellaneous fees and charges that cover its costs of providing specific services 

to its customers.  These fees and charges are adopted by the Board of Directors via resolution or 

ordinance and are updated periodically. District Ordinance No. 82, adopted in July 1999 

established the schedule of miscellaneous fees and charges and provided that the schedule may 

be updated from time to time.  Ordinance 83 modified the schedule to include any other fee 

established by the Board of Directors by resolution.   

The District’s fees and charges were most recently updated in June 2020.  Attached as Exhibit 

“A” to Resolution No. 2216 is the proposed updated list of miscellaneous fees and charges, 

which have been revised to be consistent with the District’s costs of providing these services.  If 

adopted by the Board of Directors, the updated schedule of miscellaneous fees and charges will 

become effectively immediately. Public noticing was provided in the Montecito Journal on June 

9 and June 16, 2021 pursuant to Government Code §6062a.  

 

ATTACHMENT:  

1. Draft Resolution No. 2216 – Adopting an Updated Schedule of Miscellaneous Fees and 

Charges. 
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RESOLUTION NO.  2216 
 

RESOLUTION OF THE BOARD OF DIRECTORS OF MONTECITO WATER DISTRICT 

ADOPTING AN UPDATED SCHEDULE OF MISCELLANEOUS FEES AND CHARGES 
 

 WHEREAS, Ordinance No. 82, adopted July 20, 1999, established a schedule of 

miscellaneous fees and charges to be paid for by Montecito Water District (“District”) customers 

for certain services provided by the District; and 

 WHEREAS, Ordinance No. 82 provides that the schedule of miscellaneous fees and 

charges may be established from time to time by resolution of the Board of the District; and 

 WHEREAS, Ordinance No. 83, adopted April 18, 2000 updated Subsection 3.5 of 

Section 3 of Ordinance 82, modifying the schedule of miscellaneous fees and charges to include 

any other fee that the Board establishes by resolution; and  

 WHEREAS, Resolution No. 2012, adopted March 21, 2006, established a schedule 

of miscellaneous fees and charges associated with any payment for water service received by the 

District after the due date and time; and  

  WHEREAS, Resolution No. 2197, adopted June 23, 2020, established an updated 

schedule of miscellaneous fees and charges; and 

 WHEREAS, the Board of Directors of the District wishes to establish an updated 

schedule of miscellaneous fees and charges to be consistent with the District’s costs to provide 

the services; and 

 WHEREAS, the District has complied with Government Code 66018 and 6062a in 

updating the District schedule of miscellaneous fees and charges;  

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the Montecito Water 

District as follows:  

1. The Montecito Water District fees and charges are updated as shown in Exhibit A.  

2. These charges shall become effective immediately upon adoption of this resolution. 

PASSED AND ADOPTED by the Governing Board of the Montecito Water District this 22nd of 

June 2021 by the following roll call vote: 

AYES:   

NOES:   

ABSTAIN: 

ABSENT:   

 APPROVED: 

 ________________________________ 

 Charles T. Plough, President 

 MONTECTIO WATER DISTRICT 

ATTEST: 

_____________________________ 

Nick Turner, Secretary 

MONTECTIO WATER DISTRICT 
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Fee/Charge Description FY 2022 Fee/Charge

1 Late Charge for Non-Payment

       First Month Late (in Calendar Year) 6% of total bill

       Following Months Late 1.5% of past due amount

2 Final Discontinuation Notice (Non-Payment) $17 

3 Disconnection of Water Service (Non Payment & Backflow Non-Compliance) $37 

4 Reestablishment of Service $24 

5 Lock Out Damaged/Broken Lock $54 

6 After Hours Service Call $124 

7 Notice of Lock Off (Backflow Non-Compliance) $24 

8 Non-sufficient Funds check (NFS) $22 

9 Hydrant Meter Use

       Deposit $600 

       Installation/Removal Charge $102 

       Monthly Rental Fee (billed monthly only) $24 

       Water Unit Rate ($$/HCF) $10.88 

10 Meter Flow Test $171 

11 Fire Flow Test Fee $199 

12 Meter Downsize/Upsize T&M

13 Can and Will Serve Agreement Request (nonrefundable and due at time of request) $187 

14 Manual Read if OPT-OUT of AMI (Monthly Charge) $16 

15 Miscellaneous Service Request Charge T&M

 Effective Date:  July 1, 2021

Exhibit A 

Resolution No. 2216     

Schedule of Miscellaneous Fees and Charges
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MONTECITO WATER DISTRICT 

MEMORANDUM 

 

SECTION: 3-D 

 

DATE: JUNE 15, 2021 

 

TO:  FINANCE COMMITTEE 

 

FROM: GENERAL MANAGER / BUSINESS MANAGER 

 

SUBJECT: RESOLUTION NO. 2217 – ESTABLISHING UPDATED CAPITAL COST 

RECOVERY FEES AND CONNECTION FEES EFFECTIVE JULY 1, 2021  
 

RECOMMENDATION: 

Recommend that the Board of Directors adopt Resolution No. 2217 updating the District’s 

Capital Cost Recovery Fees and Connection Fees effective July 1, 2021.  

DISCUSSION:  

The District has invested, and continues to invest, in significant public waterworks projects 

necessary to acquire, treat, and deliver a reliable supply of potable water to its customers.  

Individuals desiring to become District customers and receive potable water service are 

responsible for (1) funding a proportionate share of the District’s facilities, referred to as a 

Capital Cost Recovery Fee and (2) the actual cost including direct labor, materials and 

equipment necessary for physically connecting to the District’s water system, referred to as the 

Connection Fee.  Capital Cost Recovery fees and Connection fees are one‐time charges paid by 

individuals prior to receiving potable water service. 

The District’s Capital Cost Recovery and Connection Fees were last updated in 2020 with the 

Board of Directors’ adoption of Resolution No. 2198.  Attached is draft Resolution No. 2217 

which proposes updated Capital Cost Recovery fees and Connection fees commensurate with the 

District’s (1) current listing of net total fixed assets, and (2) current costs to install new water 

service connections. 

The Capital Cost Recovery and Connection Fees for new water services will be adjusted 

annually at the beginning of each fiscal year, on or before July 1, in accordance with the formula 

set forth in Resolution 2217.   If adopted by the Board of Directors, the updated Capital Cost 

Recovery and Connection Fees will become effective as of July 1, 2021. 

The Board of Directors’ consideration and possible approval of adjusted Capital Cost Recovery 

and Connection Fees at its regular meeting of June 22, 2021 complies with the requirements of 

Government Code §66013 and Government Code §66016.  Public noticing was provided in the 

Montecito Journal on June 9 and June 16, 2021 pursuant to Government Code §6062a.  

ATTACHMENT:  

1. Draft Resolution No. 2217 – Establish updated Connection Fees and Capital Cost 

Recovery Fees for new water services effective July 1, 2021 
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RevisedDraft Resolution 2217 - Updated Connection Capacity Fees for FY22 Page 1 of 3 

RESOLUTION NO. 2217 

 

RESOLUTION OF THE BOARD OF DIRECTORS OF MONTECITO WATER 

DISTRICT RESCINDING RESOLUTION NO. 2198 AND ESTABLISHING CAPITAL 

COST RECOVERY FEES AND CONNECTION FEES EFFECTIVE JULY 1, 2021  

 

 WHEREAS, the Montecito Water District (“District”) is a County Water District 

formed under and pursuant to the California Water Code Sections 30000 – 33901, serving 

approximately 4,620 customers located in and serving the unincorporated areas of Montecito and 

Summerland; and 

 WHEREAS, the California Water Code grants the District the power generally to 

perform all acts necessary to carry out its mission of providing an adequate and reliable supply of 

high quality water at the most reasonable cost [Water Code §31001]; and  

 WHEREAS, the District has invested, and continues to invest in, significant public 

waterworks projects necessary to acquire, treat and deliver a reliable supply of potable water to 

its customers; and  

 WHEREAS, individuals desiring to become District customers and receive potable 

water service are responsible for (1) the actual cost including direct labor, material and 

equipment of physically connecting to the District’s water system, referred to as the Connection 

Fee; and (2) funding a proportionate share of the District’s facilities in the form of a Capital Cost 

Recovery Fee; and  

 WHEREAS, the purpose of this resolution is to: (a) rescind Resolution No. 2198 

which establishes the District’s current Connection Fees and Capital Cost Recovery Fees; and (b) 

establish updated Connection Fees and Capital Cost Recovery Fees for new water services 

effective July 1, 2021;  

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the Montecito Water 

District as follows:  

1. Resolution 2198 dated June 23, 2020 is hereby rescinded in its entirety.  

2. The Connection Fee for new water services shall be adjusted annually at the beginning of 

each fiscal year, on or before July 1 based on the District’s estimated actual cost to 

perform the work. 

3. The Capital Cost Recovery Fee for new water services shall be adjusted annually at the 

beginning of each fiscal year, on or before July 1 using the following formula: 

(net total fixed assets/total meter equivalent) x meter equivalent factor 

4. The Connection Fees and Capital Cost Recovery Fees for Fiscal Year 2022 have been 

established as follows: 
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Meter Size Connection Fee Capital Cost Recovery Fee 

3/4" $5,049 $17,239 

1" $5,238 $29,629 

1.5" $6,447 $53,872 

2" $7,267 $86,195 

3"-6" * ** 

* Conditions typically vary widely for larger size meters. Connection fee is determined on a case-by-case basis 

based on time & materials including (1) actual cost of direct labor and (2) actual cost of materials and equipment 

usage. 

** Contact the District for a determination of Capital Cost Recovery Fees for 3-inch and larger meters. 

5. Charges Do Not Exceed Estimated Cost of Service.  Pursuant to Section 66013 of the 

Government Code, it is hereby found and determined that none of the charges exceed the 

estimated reasonable cost of providing the service for which the charges are imposed. 

6. Compliance with Government Code §66016   Pursuant to Government Code Section 

66016:  information concerning the amount of the cost or estimated cost to provide the 

service for which the fees or charges are levied was made available; and the fees and 

charges as set forth in Section 4 of this Resolution were established after an open and 

public meeting. The fees and charges established by this Resolution are not subject to the 

procedural requirements of Article XIII D of the California Constitution.    

7. CEQA Exemption.  Section 21080(b)(8) of the Public Resources Code is contained in 

and is a part of the California Environmental Quality Act (CEQA), which Act is in 

Division 13 of the Public Resources Code, commencing at Section 21000.  Section 

21080(b)(8) of said Act provides that CEQA does not apply to "(8) The establishment, 

modification, structuring, restructuring or approval of rates, tolls, fares or other charges 

by a public agency which the public agency finds are for the purpose of (1) meeting 

operating expenses, including employee wage rates and fringe benefits, (2) purchasing or 

leasing supplies, equipment or materials, (3) meeting financial reserve needs or 

requirements, or (4) obtaining funds for capital projects necessary to maintain service 

within existing service areas". 

It is hereby found and determined that none of the charges fixed and established by this 

Resolution are for any purposes other than the purposes set forth in Section 21080(b)(8) 

and are therefore, pursuant to said Section, exempt from the requirements of CEQA.  

This Resolution constitutes the written findings of the record of the proceedings 

claiming the aforesaid exemption. 

8. Effective Date and Term of This Resolution.  The fees and charges set forth in this 

resolution shall be effective on July 1, 2021 and shall remain in effect until changed by 

the Board of Directors of the Montecito Water District. 
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PASSED AND ADOPTED by the Governing Board of the Montecito Water District this 22nd of 

June 2021 by the following roll call vote: 

AYES:   

NOES:   

ABSTAIN: 

ABSENT:   

 APPROVED: 

 ________________________________ 

 Charles T. Plough, President 

 MONTECTIO WATER DISTRICT 

ATTEST: 

_____________________________ 

Nick Turner, Secretary 

MONTECTIO WATER DISTRICT 
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MONTECITO WATER DISTRICT 

MEMORANDUM 

 

SECTION: 3-E 
 

DATE: JUNE 15, 2021 
 

TO:  FINANCE COMITTEE 
 

FROM: GENERAL MANAGER / BUSINESS MANAGER 
 

SUBJECT: RESOLUTION NO. 2218 – UPDATED RESERVE POLICY FOR FY 2022 
 

RECOMMENDATION: 

Recommend that the Board of Directors adopt Resolution 2218 adopting a Reserve Policy update 

for Fiscal Year 2022. 

DISCUSSION:  

A key element of prudent financial planning is to ensure that sufficient funding is available for 

current operating, capital and debt service needs. Fiscal responsibility also requires anticipating 

the likelihood of, and preparing for, unforeseen events.   

In June 2017, the Board of Directors adopted Resolution 2155 establishing a Reserve Policy. 

This Reserve Policy was most recently updated by the Board in June 2020. The policy 

documents the District’s existing restricted reserves and establishes certain unrestricted reserves 

such as Reserve for Water Supply Agreement, Reserve for Operations, Reserve for Emergencies, 

and Reserve for Unanticipated or Unplanned Capital Repair and Replacement.  The Policy also 

describes how and why specific reserves are established and maintained by the District and 

provides the District's customers with assurance that reserve balances will be maintained at 

prudent and fiscally responsible levels.  The District records reserve funds in its financial 

statements in accordance with contractual obligations.  

The Reserve Policy states that the reserves and the corresponding reserve levels will be reviewed 

and updated annually in accordance with the District’s projected activities.  Based on the 

projected Fiscal Year 2022 activities, a summary of the proposed District reserves are as follows: 

• Maintain a total Unrestricted Reserve target of $5,000,000 

• Proposed Unrestricted Reserves for FY 2022 are as follows: 

o Reserve for Operations  $3,400,000 

o Reserve for Emergencies  $500,000 

o Reserve for Unanticipated/Unplanned Capital R&R  $500,000 

o Reserve for Water Supply Agreement $600,000 

Attached is draft Resolution No. 2218, a resolution of the Board adopting an updated Reserve 

Policy for Fiscal Year 2022 that incorporates the revisions discussed above. The Business 

Manager will continue to monitor the activity in all reserve accounts on a monthly basis and 

report that activity to the Board in the unaudited monthly financial statements. 

ATTACHMENT:  

Draft Resolution No. 2218 – Resolution of the Board of Directors of Montecito Water District 

Adopting a Reserve Policy Update for Fiscal Year 2022  
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RESOLUTION NO. 2218 
 

RESOLUTION OF THE BOARD OF DIRECTORS OF  
MONTECITO WATER DISTRICT 

ADOPTING A RESERVE POLICY UPDATE FOR FISCAL YEAR 2022 

 

WHEREAS, the mission of Montecito Water District (“District”) is to provide an 

adequate and reliable supply of high-quality water to the residents of the Montecito and 

Summerland communities at the most reasonable cost; and  

WHEREAS, California Water Code Section 31000 grants the District express and 

implied powers to carry out its mission; and  

WHEREAS, California Water Code Section 31001 authorizes the District generally to 

perform all acts necessary to carry out its mission; and  

WHEREAS, California Water Code Section 31007 requires that rates and charges be 

collected and fixed so as to yield an amount sufficient to: pay operating expenses; provide for 

repairs and depreciation of works owned or operated by the District; pay the interest on bonded 

debt; and pay principal of the bonded debt as it becomes due; and 

WHEREAS, the adoption of an updated reserve policy will assist the District in 

accomplishing its general mission, and fulfilling the requirements of the Water Code;  

NOW THEREFORE BE IT RESOLVED that the Board of Directors of Montecito 

Water District hereby adopts the Fiscal Year 2022 update to the “Montecito Water District 

Reserve Policy” that is attached to this Resolution as Exhibit “A”, and incorporated herein by 

this reference.   

PASSED AND ADOPTED by the Board of Directors of the Montecito Water District 
this 22nd of June 2021 by the following roll call vote: 

 

AYES:  

NOES:  

ABSENT: 

ABSTAIN: 

APPROVED: 

 
_______________________ 

Charles T. Plough, President 

ATTEST: 

 

_______________________ 

Nicholas Turner, Secretary 
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To Resolution No. 2218 
 

 

 

 

 

 

MONTECITO WATER DISTRICT 

RESERVE POLICY 

 
 
 
 
 

 

 

 

 

 

 

 

 

 

 
Adopted by: 

Board of Directors 

June 22, 2021 
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Montecito Water District 

STATEMENT OF RESERVE POLICY 

The mission of Montecito Water District is to provide an adequate and reliable supply of high-quality 

water to the residents of the Montecito and Summerland communities at the most reasonable cost.  In 

addition to supplying high-quality water, the Board is also charged with responsibility for the 

construction, operation, maintenance, repair and replacement of facilities to transport and deliver that 

water to District customers, and for the collection and accumulation of revenues necessary to 

accomplish these purposes.  The reserve amounts stated in this document reflect the projected activity 

for FY 2022 and will be updated annually. 

POLICY STATEMENT 

A key element of prudent financial planning is to ensure that sufficient funding is available for current 

operating, capital, and debt service needs. Additionally, fiscal responsibility requires anticipating the 

likelihood of, and preparing for, unforeseen events. Montecito Water District (District) desires to 

identify, and provide a calculation methodology to maintain, an appropriate level of reserve funds to 

meet the necessary existing and future needs of the District.   The District’s Board of Directors realize 

the importance of reserves in providing reliable service to its customers, financing unanticipated capital 

projects, and funding responses to emergencies, should they arise. To this extent, the District will at all 

times strive to have sufficient funding available to meet its operating, unanticipated capital, emergency, 

and debt service obligations, as well as to avoid significant rate fluctuations due to changes in cash flow 

requirements. 

The Board may designate specific reserve funds and maintain minimum reserve balances consistent 

with statutory obligations that it has determined to be in the best interest of the District. The Policy 

directives outlined in this document are intended to ensure that the District has sufficient funds to meet 

current and future needs. The Board reviews the types, as well as the amounts, of reserve funds 

annually. Determinations to continue existing reserve funds, or establish new reserve funds, are based 

on the following criteria: 

◆ Purpose of the reserve. 

◆ Availability and source of funds to continue, replenish or establish the reserve. 

◆ Operating expenditure levels approved within the annual budget process. 

◆ Future capital expenditure and debt service requirements of the District. 

◆ Board approval of the reserve policy. 

The District recognizes the importance of operating the District with a sound business plan in place that 

provides for unanticipated or emergency costs should they arise within a budgeted fiscal year. 

It is the Board’s intent through this Policy to describe how and why specific reserves are established 

and maintained by the District, and to provide the District’s customers with assurance that reserve 

balances will be maintained at prudent and fiscally responsible levels. 
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DEFINITIONS 

This Policy describes the reserve funds to be maintained in connection with:  

I. RESTRICTED FUNDS: Restrictions on the use of these funds are imposed by an outside 

source such as creditors, grantors, contributors, laws, or regulations governing use. These 

funds are specifically governed by a written contract with the District or outlined within the 

debt covenants of a debt financing. 

II. UNRESTRICTED FUNDS: These funds have no externally imposed use restrictions. The 

use of Unrestricted Funds is at the discretion of the District’s Board of Directors.  

Unrestricted Funds may be designated for a specific purpose, which would be determined 

by the Board. The Board also has the authority to redirect the use of these funds as the 

District’s needs change. 

The Unrestricted funds can further be subdivided into “Committed,” “Assigned” and 

“Unassigned” funds. Committed funds refer to the fund balance amounts that have 

constraints imposed by formal action of the District’s Board of Directors.  Once adopted, 

the limitation imposed remains in effect until additional action is taken (the adoption of a 

new resolution) to remove or reverse the limitation.  Assigned funds refer to fund balance 

amounts that are constrained by the Board’s intent to be used for a specific purpose, but are 

neither restricted nor committed.  Unassigned funds refer to fund balances that are not 

restricted, committed, nor assigned.   

To summarize: 

◆ Restricted Fund Balance Amounts – Restrictions on the use of these funds are imposed 

by an outside source such as creditors, grantors, contributors, laws, or regulations governing 

use. The Central Coast Water Authority (CCWA) Rate Coverage Reserve funds are 

restricted. 

◆ Board Committed Fund Balance Amounts - Fund balance amounts that have constraints 

imposed by formal action of the District’s Board of Directors. The following reserves were 

established by formal action by the Board: “Reserve for Water Supply Agreement”, 

“Reserve for Operations”, “Reserve for Emergencies” and “Reserve for Unanticipated or 

Unplanned Capital Repair and/or Replacement”. 

◆ Board Assigned Fund Balance Amounts – Fund balance amounts that are constrained by 

the Board’s intent to be used for a specific purpose. There are currently no Board assigned 

fund amounts. 

◆ Unassigned Fund Balance Amounts – Fund balance that is not restricted, committed, nor 

assigned. 

GENERAL PROVISIONS 

The District will maintain its operating and capital funds in designated accounts in a manner that 

ensures its financial soundness and provides transparency to its customers. The fund balances are 

considered the minimum necessary to maintain the District’s fiscal strength and flexibility and 

adequately provide for: 
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◆ Compliance with applicable statutory requirements. 

◆ Financing of unanticipated or unplanned capital projects.  

◆ Cash flow requirements. 

◆ Economic uncertainties and other financial hardships or downturns in the economy. 

◆ Contingencies arising from hydrological, meteorological or man-made changes or 

emergencies. 

Through a variety of policy documents and plans, the Board of Directors has set forth a number of long-

term goals for the District. The fundamental purpose of the District’s policy documents and plans is to 

link what must be accomplished with the necessary resources to successfully do so. The Board will 

continually evaluate the implementation of these policy documents and plans to ascertain adequate 

reserve fund balances are meeting the goals outlined in this Policy. 

The District has established and will maintain the reserve funds outlined in the following sections. A 

principal tenet of the District’s Reserve Policy shall be the generation of interest income on 

accumulated cash balances. Unless otherwise stated in this Reserve Policy, interest derived from reserve 

balances will be considered unrestricted and unassigned in nature. Reserve balances will be reviewed by 

the Business Manager on a monthly basis, as well as annually during the budget review process, in 

order to determine how reserve fund balances, compare with the budgeted projections and how they 

measure against the goals outlined in this Policy. The minimum established for each reserve fund 

represents the baseline financial condition that is acceptable to the District from risk and long-range 

financial planning perspectives. Maintaining reserve funds at appropriate levels is a prudent, ongoing 

business process that consists of an iterative, dynamic assessment and application of various funding 

alternatives. These alternatives (either alone or in combination with each other) include, but are not 

limited to: rates, loans and grants, debt financing, investment of funds, and levels of capital 

expenditures. 

The Board shall approve any reallocation of funds or any transfers among reserve funds. 

 

SPECIFIC PROVISIONS 

The District will maintain the following reserve funds and respective target levels: 

1. Restricted Reserves. 

(a) CCWA Rate Coverage Reserve – These are reserve funds held by CCWA that 

approximate 25% of the annual charge by CCWA to the District for the fixed and variable charges 

from the State Water Project, in addition to the proportionate share of CCWA’s administrative costs. 

The CCWA Rate Coverage Reserve is established in the amount of        $1,524,417 

2. Unrestricted Reserves. 

Board Committed Fund Balance Amounts 

The Board desires to maintain total Unrestricted Reserve Amounts of $5,000,000 as 

established by formal action by the Board. The total Unrestricted Reserves of $5,000,000 are 

comprised of the following:  
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(a) Reserve for Water Supply Agreement.  This reserve is created to fund pay-go capital 

expenses associated with the City of Santa Barbara’s Desalination Plant, which is central to the 

District’s participation in a Water Supply Agreement (WSA) with the City of Santa Barbara.  As a 

condition of the WSA, the District must fund a portion of the costs of maintaining the City’s 

Desalination Plant.  This reserve will be funded annually by $300,000. As the District funds this 

reserve annually, the “Reserve for Operations” will be reduced by an equal amount.  The reserve 

will be capped at $1,200,000.  For FY 2022, consistent with the Water Cost of Service and Rate 

Study, prepared by Raftelis dated May 7, 2020, the Reserve for Water Supply Agreement is 

established in the amount of $600,000  

(b) Reserve for Operations. The Board may at its discretion appropriate additional 

Unassigned Funds to the Reserve for Operations. The Reserve for Operations may be utilized to pay 

the cost of operating the District’s system including unanticipated costs associated with operations. 

This reserve is designated by the Board to maintain working capital for operations and to meet 

routine cash flow needs. The District shall endeavor to maintain in the “Reserve for Operations” an 

amount sufficient to pay for approximately 90 days of normal operations of the District, excluding 

depreciation expense and payments to DWR, as reflected in the annual audit of the District 

presented to the Board each year. However, the funds appropriated to the “Reserve for Operations” 

may be accessed at any time for any other District purpose, upon approval by the Board. Funds 

appropriated to the “Reserve for Operations” may be invested in the same manner as other District 

funds, and the earnings thereon shall be credited to the Unrestricted Fund balance.  The District’s 5-

year financial plan and Water Cost of Service and Rate Study produced by Raftelis, dated May 7, 

2020 suggests a reserve balance of $3.4 million. Per the FY 2022 budget, the Board of Directors 

establishes a Reserve for Operations in the amount of  $3,400,000  

(c) Reserve for Emergencies.  The “Reserve for Emergencies” may be utilized in the event 

of a hydrological, meteorological or man-made emergency in which the District’s infrastructure is 

severely damaged. While the District strives to have adequate insurance coverage and protection for 

events of this nature, it may be necessary for the District to have cash available in the interim.  The 

funds appropriated to the “Reserve for Emergencies” may be accessed at any time for any other 

District purpose, upon approval by the Board.  Funds appropriated to the “Reserve for Emergencies” 

may be invested in the same manner as other District funds, and the earnings thereon shall be 

credited to the District’s Unrestricted Fund balance. The 5-year financial plan and Water Cost of 

Service and Rate Study produced by Raftelis, dated May 7, 2020 suggests a reserve amount of $0.5 

million.  Per the FY 2022 budget, the Board of Directors establishes a Reserve for Emergencies in 

the amount of  $500,000 

(d) Reserve for Unanticipated or Unplanned Capital Repair & Replacement. The 

“Reserve for Unanticipated or Unplanned Capital Repair & Replacement” may be utilized to 

construct or procure new infrastructure for the District; expenditures include but are not limited to 

transmission and distribution capital assets, buildings, pumping equipment, technical equipment, 

and transportation equipment. The District’s 5-year financial plan and Water Cost of Service and 

Rate Study produced by Raftelis, dated May 7, 2020 suggests a reserve balance of $0.5 million. Per 

the FY 2022 budget, the Board of Directors establishes a Reserve for Unanticipated or Unplanned 

Capital Repair & Replacement in the amount of  $500,000  
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3. Additional Reserves 

In addition to the reserves identified above, the Board may approve the creation of such 

additional reserve accounts, whether temporary or permanent, as the Board deems necessary or 

appropriate, by amendment to this resolution or by simple motion. In such event, the Board will 

identify the purposes for which such additional reserve accounts are created, provide guidance as to 

the amount which the District should endeavor to maintain in each such fund or account and 

establish the limits and restrictions pertaining thereto. 

 

ANNUAL REPORTS 

Each year the District’s General Manager or Business Manager shall provide the Board of Directors 

with a report indicating the beginning and ending balance for each of the reserve funds or accounts 

created pursuant to this policy and the purposes for which expenditures have been made therefrom, and 

shall make recommendations to replenish or augment fund or account balances as appropriate. 
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