AGENDA

California Choice Energy Authority
Financial Reserve Policy Ad-Hoc Subcommittee Special Meeting Agenda
July 15, 2025, 9:00 a.m.

City of Lancaster, Council Chamber
44933 Fern Ave., Lancaster CA 93534

Members of the public can observe the livestream of the meeting via Zoom by clicking:
https://cityoflancasterca-gov.zoom.us/j/ 89080929282
or telephonically by dialing:
(253) 215-8782
Meeting ID: 89080929282

Members of the public may also participate in this meeting at the following locations:

City of Pico Rivera City Hall | City of Pomona

6615 Passons Blvd., 752 Commercial St.
Main Conference Room Green Conference Room
Pico Rivera, CA 90660 Pomona, CA 91768

Members of the public can provide public comment in writing or orally in person as follows:

Written Comments: If you are unable to participate in person and you wish to make a
comment, you may submit written comments up to 24 hours prior to the meeting via email to:
Susan@CalChoice.org. All written comments will be posted online and become part of the
meeting record. Public comments received in writing will not be read aloud at the meeting.

Oral Comments: Members of the public can address the Subcommittee on the agenda item
during the Public Comment period. Speakers are limited to three (3) minutes each. In
conformance with the Brown Act, no Board action can occur on items presented during Public
Comment.

If you desire to speak during Public Comment and are in person, please fill out a speaker card
and submit it to CalChoice staff. If you are participating in a remote location, please identify
yourself with a CalChoice representative. When you are called to speak, please come forward
to the podium and state your name.

CALL TO ORDER

ROLL CALL

Apple Valley Choice Energy | Lancaster Energy | Energy for Palmdale's Independent Choice |
Pico Rivera Innovative Municipal Energy | Pomona Choice Energy | Rancho Mirage Energy Authority |
San Jacinto Power | Santa Barbara Choice Energy



Item 1: Discuss and Provide Input into a California Choice Energy Authority Financial Reserve
Policy

RECOMMENDATION
Provide Input into a Financial Reserve Policy to be brought back to the Board of Director
for consideration of approval.

PUBLIC COMMENT
ADJOURNMENT
If you are an individual with a disability and need a reasonable modification or accommodation pursuant

to the Americans with Disabilities Act (“ADA”), please contact Susan@calchoice.org prior to the meeting
for assistance.

California Choice Energy Financial Reserve Ad-Hoc Subcommittee
July 15, 2025



STAFF REPORT

California Choice Energy Authority
Financial Reserve Policy Ad-Hoc Subcommittee

07/15/25
Date: July 15, 2025
To: Chair Harris and Authority Members
From: Barbara Boswell, Treasurer
Item 1: Discuss and Provide Input into a California Choice Energy Authority Draft

Financial Reserve Policy

Recommendation:
Provide input into a draft Financial Reserve Policy to be brought back to the Board of
Directors for consideration of approval.

Fiscal Impact:
There is no fiscal impact by this action.

Background:

At its May 20, 2025, Regular Board Meeting, the California Choice Energy Authority
(CalChoice) Board requested an Ad-Hoc Subcommittee be created for the purpose of
developing a draft Financial Reserve Policy. At the June 10, 2025, Special Meeting the Board
appointed the Ad-Hoc Subcommittee.

Prior to the current make-up of the CalChoice Board, the City of Lancaster City Council
served as the CalChoice Board. As such, CalChoice was considered a component unit of the
City of Lancaster for financial statement purposes, and CalChoice followed City of Lancaster
policies in the absence of a policy having been adopted specifically for CalChoice. The City
of Lancaster reserve policy is attached.

Some considerations the Subcommittee should take into account in providing direction on a
draft include:
e CalChoice adopted Expenditure budget for FY 2025/26 is $2.7M
e (CalChoice Total Net Position as of 6/30/2025 is expected to be approximately
$1.8M (67% of adopted FY 2025/26 Expenditures)
e CalChoice facilitates power supply transactions, including weekly scheduling
coordinator invoices, which are paid by CalChoice and reimbursed by the Member
Agency in a subsequent CalChoice billing

Attachment:
City of Lancaster Reserve Policy



Item 1 Attachment

Budget Overview | 23
Financial Policies

Financial Policies

Reserve Policies

On an annual basis, the Finance Division and/or Budget Manager will appropriate assigned reserves according
to the Reserve Policy. The Finance Director and/or Budget Manager will ensure that minimum fund reserves are
met and present to the City Council through the budget process.

The following guidelines will be followed for setting aside reserve amounts in any fiscal year:

General Fund
I. General Fund Reserve - 40%

a.Working Capital Reserve — At a minimum, the City will maintain 10 percent of annual revenues in the Work-
ing Capital Fund Reserve. The Working Capital reserve is intended to ensure sufficient resources to pay bud-
geted operating expenses, recognizing the timing differences between payment of expenditures and receipt
of revenues. This reserve will provide cash flow for the times of the year where cumulative expenditures
exceed cumulative revenues. The working capital reserve funds will be held in the fund 101- General Fund
fund balance.

b.Emergency Operational Reserves — The City will maintain‘a minimum fund balance of at least 15 percent of
annual operating revenues in any given year. Funds in this reserve may be used to fund normal operations
related to unforeseen catastrophic events or economic downturns that result in a loss of revenues or a signifi-
cant increase in expenditures. Emergency reseryes will be held and tracked in Fund 109 - General Fund
Reserves. <

c. Emergency Response Reserves — The City will maintain a minimum fund balance of at least 5 percent of
annual operating revenues in any given year to emergency response needs that may arise. This amount may
be replenished either from surplus revenues that are surplus at yearend or from reimbursement from either
Federal, State or private sources. Emergency response reserves will be held and tracked in Fund 109 along
with Emergency Operational Reserves.

d.Business Opportunity/Investment Reserv es- The City will maintain a minimum fund balance of at least 10 per-
cent of annual operating revenues in any given year fo respond to new enterprise opportunities that may arise
from time to time. This amount may be replenished either from surplus revenues that are surplus at year-end or
gains from enterprise opporfunities. The Business Opportunity/Pension Resilience reserves will be held and
tracked in Fund 104.

Internal Service Funds

Il.General Liability Fund Reserve - The City will maintain a reserve in the General Liability fund equal to the
amount identified in an annual actuarial that represents the net annual liability after annual budgeted program
resources. This reserve can be used at the City Council’s discretion to pay onetime insurance and liability-
related costs, such as large unexpected legal claims, and settlements. The City will maintain a separate General
Liability Fund (113) to account for program activities.

lil.Fleet Maintenance Fund Reserve — The City will maintain a reserve amount in an amount equal to 20
percent of the annual Fleet Maintenance program budget. The Fleet Maintenance Fund (111) is funded by
departments on a cost allocation basis. Departmental charges are set aside fo cover costs associated with fleet
maintenance and operations. It is important the City builds a reserve for fleetrelated emergencies and onetime
unexpected expenditures.

_IV.Information Technology Fund Reserve — The City will maintain a reserve amount of 20 percent of the

annual Information Technology program budget. This fund (112) is intended for Information Technology ser-
vices and equipment. Costs are charged to departments depending on usage, service, and I.T equipment. Funds
should be set aside for unexpected costs and to build a reserve for emergency replacement of IT equipment.

City of Lancaster Adopted Budget and Five-Year Capital Improvement Plan
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