RESOLUTION NO. 2021-15

A RESOLUTION OF THE BOARD OF DIRECTORS OF
THE SAN BENITO COUNTY WATER DISTRICT
AMENDING RESOLUTION 2020-09 REGARDING
THE DISTRICT POLICY ON
RESTRICTION AND DESIGNATION OF NET ASSETS/CASH

WHEREAS a District Policy Regarding Restriction and Designation of Net
Asset/Cash was developed with the oversight and participation of the Finance
Committee, the District Auditor, and General Counsel; and

WHEREAS the Board of Directors adopted said policy in Resolution
2004-16 on June 30, 2004; and

WHEREAS said policy called for an annual review and Finance
Committee and Board of Directors conducted the annual review; and

WHEREAS the Board of Directors adopted and amended policies in
Resolutions 2005-16, 2006-10, 2007-11, 2008-22, 2009-14, 2010-12,
2011-14, 2012-13, 2013-14, 2014-08, 2015-06, 2016-12, 2017-12, 2018-08,
2019-09 and 2020-09; :

WHEREAS the Finance Committee has conducted the annual review for
fiscal year 2021 and the recommended changes to the policy are summarized
in Exhibit A;

BE IT RESOLVED by the Board of Directors of the San Benito County
Water District that the Policy Regarding Restriction and Designation of Net
Assets attached as Exhibit B and included herein by reference is approved.

PASSED AND ADOPTED by the San Benito County Water District Board
of Directors at the meeting of said board held on the 28th day of July 2021, at
Hollister, California, by the following vote:

AYES: DIRECTORS: Williams, Flores, Shelton and Tobias
NOES: DIRECTORS: None
ABSENT: DIRECTORS: Tonascia

ABSTAIN: DIRECTORS: None



/s/Doug Williams
Doug Williams
President

ATTEST:

/s/Sara Singleton
Sara Singleton
Assistant Manager




Exhibit A

The Policy Regarding Restrictions and Designation of Net Assets/Cash, effective
June30, 2021, is amended from the policy documented in Resolution 2020-09,
in the following ways:

e The Purpose, Policy and Procedures sections (Exhibit B) remain
unchanged.

e Table #1 Restricted/Net Assets/Cash reflects the removal of Reserved for
Hollister Urban Area Water Treatment Facilities. As was previously
approved by the Board, at the completion of the construction of the water
treatment plants, any remaining funds at construction completion were
transferred to the Reserved for Water Treatment Plants-Asset Replacement
Reserve.

e Table #2 Designated/Net Assets/Cash remains unchanged



Exhibit B

PURPOSE:

Adequate reserved funds (net assets/cash) are a necessary component of the
District’s overall financial management plan and required to meet various
externally imposed constraints.

Funds are reserved to meet specific future financial obligations and to mitigate
natural, economic, political and regulatory risks. This policy is intended to
document the business practices of the District accurately reflect the nature,
purpose and management of restricted and designated net assets and
accurately reflect the financial condition of the District to its constituents,
creditors, financial institutions, regulatory agencies, State and Federal agencies
and the general public.

POLICY:
Restricted Net Assets/Cash

In accordance with GASB Statement 34 and FASB Statement 71, net
assets are restricted when constraints placed on their use are externally
imposed by creditors, grantors, contributors, or laws or regulations of other
governments. They are also restricted if their use is constrained by law
through constitutional provisions or enabling legislation. Restricted Net
Assets/Cash, the source of Restriction, the purpose of the Restriction, the
method of determining the amount of Restriction and the treatment of interest
are shown on Table 1.

Designated Nets Assets/Cash

In accordance with GASB Statement 34, designations of net assets
represent management’s intended use of resources and should reflect plans
approved by the government’s senior management. Designations reflect a
government’s self-imposed limitations on the use of otherwise available current
financial resources. Designated Net Assets/Cash, the purpose of the
Designation, the method of determining the amount of the Designation and the
treatment of interest are shown on Table 2.



Exhibit B

PROCEDURE:

e Restrictions are to be reviewed by the Finance Committee annually
including but not limited to a review of statutory and regulatory changes
impacting or creating Restriction of District Net Assets/Cash together
with any new or pending constraints resulting from business
relationships with creditors, grantors or contributors.

e For any new or amended contract or other business relationship or
action that creates or changes a restriction of Net Assets/Cash, the
nature and amount of that restriction or change in restriction shall be
specifically and fully detailed in the documents supporting action by the
Board and only the Board shall have the authority to take or approve any
action which has the effect of creating or changing such restriction(s) of
Net Assets/Cash.

e Designations are to be reviewed by the Finance Committee annually and
any changes approved by the Board on or before June 30 each year.

e Adding a designation category requires specific approval of the Board.
This action will include: 1) the purpose of the designation, 2) the dollar
amount of the designation, 3) the method for calculating any annual
adjustment(s), if the dollar amount is to change each year, and 4)
whether or not the interest accrued on the designated amount is to be
added to the designation at the end of each fiscal year.

e Removing a designation category requires specific approval of the Board.

e Changing the method for calculating the annual adjustment(s) of the
designation requires approval of the Board.

e The actual dollar amounts of the designation shall be calculated based
on the defined method and adjusted at year-end for financial reporting
purposes.

¢ Designated net assets will be segregated in separate financial accounts.

e An identical amount of cash will be designated for annual financial
reporting purposes in order to reflect management’s intention to fund the
commitment of designated net assets. Designated cash will not be
segregated from undesignated cash either in bank/investment accounts
or in financial accounts except when that cash is separately invested in a
manner specifically approved by the Board. ' A

e The District Manager shall have full authority and responsibility to carry
out actions of this policy
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