RESOLUTION NO. __1-2001

A RESOLUTION ESTABLISHING SEWER AUTHORITY MID-COASTSIDE
RESERVE FUNDS POLICY

RESOLVED, by the Board of Directors of the Sewer Authority Mid-Coastside, San
Mateo County, California, that:

WHEREAS, the Board has determined that sound financial management policy should
include specific guidelines for accumulating and managing Authority reserve funds, and;

WHEREAS, purposes of reserve funds include but are not limited to operating costs,
provision for emergencies and other unanticipated expenses, financing of repair and replacement
of Authority facilities, and financing the construction of new facilities, all as necessary to fulfill
purposes of the Authority, and,

WHEREAS, the Board has retained an independent public finance advisor, Bartle Wells
Associates, and considered its recommendations in formulating Authority reserve policy;

NOW, THEREFORE, IT IS ORDERED, as follows:
1. The Sewer Authority Mid-Coastside Reserve Funds Policy attached hereto is hereby
adopted as the policy of the Authority.

2. Reserve funds held by the Authority as of the date of adoption of this Resolution are
determined to be necessary for purposes of the Authority and shall be retained by the
Authority in accordance with the Reserve Funds Policy.

3. Any existing reserve funds, with the exception of those required by law or by
provisions of other SAM programs, are hereby eliminated.

4. Balances of any existing reserves eliminated hereby shall be transferred to the
Operating Reserve Fund and the Capital Replacement/Emergency Reserve Fund.
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I hereby certify that the foregoing is a full, true and correct copy of a resolution duly
passed and adopted by the Board of Directors of the Sewer Authority Mid-Coastside at a meeting

thereof held on the 26thday of FEBRUARY

, 2001 by the following vote:

AYES, Directors:
NOES, Directors:
ABSENT, Directors:

ABSTAIN, Directors

RUDDOCK, COLEMAN, BOYD, PTACEK
NONE.
WOREN, CARLEVARIS,

NONE.

Ay&%; QZ,{/W

Chairman
Sewer Authority Mid-Coastside

COUNTERSIGNED:
Seéfetary

Sewer Authority Mid-Coastside
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SEWER AUTHORITY MID-COASTSIDE

RESERVE FUNDS POLICY

1. Sewer Authority Mid-Coastside (SAM) shall establish and maintain

reserve funds as follows:

Operating Reserve Fund

Purpose

Level of reserve
Interest earnings

Working cash flow

Fluctuations in revenue and expenses
$250,000

Transfer to Capital Replacement/Emergency
Reserve Fund

Capital Replacement/Emergency Reserve Fund

Purpose

Level of reserve
Source of funds
Interest earnings

Connection Fee Fund
Purpose

Source

Level of reserves

Interest earnings

this Policy.

Fund equipment and facilities replacement
and rehabilitation, existing users’ share of new
capital projects, emergency projects

As established by Board of Directors

Member agency assessments

Net operating revenue

Accrue to the fund balance

Fund facilities to serve new growth

Restricted for system expansion costs

SAM Regional Connection Fee surcharge to be
established by Board of Directors

Will fluctuate depending on revenue and
expenses, in accordance with capital spending
plan

Retained in Connection Fee Fund

Reserve funds will be designated for and restricted to uses as outlined in

3. Upon adoption of this Policy, any existing reserve funds, with the
exception of those required by law or by provisions of other SAM
programs, will be eliminated and balances transferred to the new reserve
funds, beginning with the Operating Reserve.



10.

11.

12.

13.

14.

15.

$250,000 of existing undesignated reserves will be allocated to the
Operating Reserve Fund, with the remainder going to the Capital
Replacement/Emergency Reserve Fund.

Balance of the Operating Reserve Fund will be maintained at the
$250,000 level by replacing any funds temporarily borrowed from the
Fund.

Interest earned on the Operating Reserve will be deposited in the Capital
Replacement/Emergency Reserve Fund.

After funding the Operating Reserve, the remainder of existing
undesignated reserves will be allocated to the Capital
Replacement/Emergency Reserve Fund.

SAM will keep an accounting of each member agency’s contributions to
and withdrawals from the Capital Replacement/Emergency Reserve.

The initial balance of the Capital Replacement/Emergency Reserve will be
treated as an asset of the Authority.

Member agency assessments for funding the Capital
Replacement/Emergency Reserve will be based on approved project
budgets and the SAM Long-Term Financial Plan.

Interest on the Capital Replacement/Emergency Reserve will accrue to the
Capital Replacement/Emergency Reserve and will be allocated to the
member agencies in proportion to allocation of the reserve balance.

The SAM Board of Directors will establish a minimum Capital
Replacement/Emergency Reserve Fund balance. SAM will assess member
agencies as necessary to maintain the minimum balance.

Net operating revenue (excess of assessments over expenses) in any SAM
budget year will be held in the Capital Replacement/Emergency Reserve
Fund.

Net operating loss (excess of expense over assessments) in any SAM
budget year will be paid from the Capital Replacement/Emergency
Reserve Fund.

The SAM Board may, by resolution, return to the member agencies any
reserve funds in excess of those determined necessary to fulfill purposes of
the Authority.



16. SAM will establish a Connection Fee Reserve Fund, to be funded by a
SAM Regional Connection Fee surcharge.

17. All SAM reserve funds shall be invested in accordance with SAM
investment policy.



