AGENDA

California Choice Energy Authority
Financial Reserve Policy Ad-Hoc Subcommittee Special Meeting Agenda
October 15, 2025, 2:00 p.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 City of Palmdale

6615 Passons Blvd., 752 Commercial St. 38300 Sierra Hwy

Main Conference Room Green Conference Room | Admin Conference Room
Pico Rivera, CA 90660 Pomona, CA 91768 Palmdale, CA. 93550

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

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



ROLL CALL

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

RECOMMENDATION
Provide input into a Financial Reserve Policy and direct staff to bring a draft policy to the
Board of Directors at their next meeting 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
October 15, 2025



STAFF REPORT

California Choice Energy Authority
Financial Reserve Policy Ad-Hoc Subcommittee

Date: October 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 and direct staff to bring a draft policy to
the Board of Directors at their next meeting 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.

The Financial Reserve Policy Ad-Hoc Subcommittee (Subcommittee) met at a Special
Meeting on July 15, 2025. At that meeting the Subcommittee provided the following direction
to staff:
e Prepare a cash flow of prior year transactions that tracks activity for operational and
energy transactions & review with Interim CEO;
e Consider the following for reserves:
o Working capital — operations
o Working capital — energy purchases
o Emergency reserves — member inability to pay
o GFOA Risk Based operating reserve and rate stability reserve
= Litigation Risk
= Cyber Security Risk
e Establish a policy related to excess funds

Cash Flow Analysis

Staff has completed the cash flow analysis for operational and energy purchase activity for
Fiscal Year 2024/25 and reviewed the results with both the Interim Chief Executive Officer
and the Board Chair.



The chart below reflects the daily cash flow activity during that period.

Daily Cash Activity
Fiscal Year 2024/25
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The chart reflects the cumulative cash balances at the end of each day related to operational
activity (blue) and energy activity (brown).

The analysis found that operational cash flow has a very predictable pattern, and throughout
the year maintained a positive net cumulative cash flow. Energy cash activity flow, while
generally predictable, is more volatile. For most activity, the cash was collected from the
members related to cash flow needs prior to the payments being due. There were three times
during the year where the payment amount was not known in time to include it in the prior
month distribution certificate processing and the payment was due before the current month
distribution processing, resulting in negative cash balances. Since early January, cumulative
cash for energy transactions has been net positive.

Financial Reserve Policy Staff Recommendations:

Based on input received from the Subcommittee at the July 15 meeting, and the analysis of
cash flow needs, staff has the following Financial Reserve Policy recommendations for
Subcommittee consideration:

Establish 3 reserves:
e Operating - 25% of budgeted operating expenses ($800,000)
e Emergency — 25% of budgeted operating expenses ($800,000)
Combined above achieves 180 days liquidity on hand
e Energy purchases — 10% of lowest cash point of prior fiscal year,



adjusted for current purchase projections. ($400,000)
Based on above total reserves = $2,000,000

Include in policy that funds that exceed the levels as calculated above to be credited
when calculating member fees for the next fiscal year.

Direct staff to evaluate insurance options to address Cyber Security risks as an
alternative to creating a reserve for potential losses.

Direct staff to evaluate the potential risk of litigation and return to the Board with
alternatives for addressing any risks.

Attachment:

None
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